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BEFORE THE 
SliRFACE TRANSPORTATION BOARD 

STB Docket No. FD 35491 

SANTA CRUZ COL'NTY REGIONAL TRANSPORTATION COMMISSION -
SUPPLEMENTAL PETITION FOR DECLARATORY ORDER 

On .A.pri] 8. 2011, the Santa Cruz County Regional Transportation Conrniission 

(•'SCCRTC") lilcd a Petition for Declaratory Order ("Petition'") requesting thai the Board declare 

that the transactions descnbed therein among SCCRFC, Union Pacific Railroad Company 

("LP"') and Sierra Northem Railway ("SKRuA") were nol subject to the Board's repulatory 

authority, and that SCCRTC would not be subject to the Board's regulatory authority as a carrier, 

under the Board's precedents under Slate of Maine. Departmeni of Transporianon - Acqui^uion 

and Operation Exemption - Maine Central Railroad, 8 ICC 2d 835 (1991) {'"State oJ Maine") 

and its progeny. The Board, in a decision served on August 22. 2011 (the "August 22 Decision") 

raised questions about the permanence and exclusivity ofthe freight operating ea.scment reserved 

by UP, and about whether SCCRTC's rights under the .Administration, Coordination and License 

Agieemcnt (the "ACL .Aigrcement") would allow SCCRTC to unduly interfere wilh SERA's 

operation of the Line and the ability of SKR̂ A to fulfill its common carrier obligations. The 

.August 22 Decision pemutied SCCRTC to submit a modified quitclaim deed (with reserved 

easement) and ACL .Agreement to address the Board's concems. SCCRTC is filing this 

Supplemental Petition to address the Board's concerns and to submit for the Board's 

consideration, a proposed Second .Amendment to Purchase and Sale Agreement, with re\iscd 

Quitclaim Deed (.Attachment 1). and a proposed revised .Admini.stration. Coordination and 

License Agrcemenl (Ailachmenl 2). each of which is marked to show the propo.sed rexisions 

UP and SER.A havL̂  autnori/ed the undersigned to stale ihat they agree :o the propo.sed re\isions. 
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DISCUSSION OF PROPOSED REVISIONS 

.As noted by the Board iji its August 22 Decision, p.2, the .Slate of .Maine line of cases 

requires that the selling carrier [and any assignee] (Ij retain a permanent, exclusive freight 

opeiating easement, and (2) sufficient control over the rail line to carry out the common carrier 

obligations. These were always the intentions of SCCRTC, UP and SERA; however, they are 

proposing certain revisions to the transaction documents previously submitled to clarify these 

intentions. 

.4 Quitclaim Deed 

The August 22 Decision raised questions about both 'ihe exclusivity and permanence of 

the freight easement reserved by UP in the quitclaim deed. SCCRTC is proposing to amend 

paragraph (a) ofthe quitclaim deed to clarify that the reserved easement will provide UP with the 

right to be the e.xclusive freight operator. See Attachment 1. The proposed revisions to the 

quitclaim deed a'so eliminate references to the ACL Agreement in what were previously 

paragraphs (aXi), (ii) and (iv) so that it is clear that the freight easement continues independenth 

ofthe ACL Agreement. The quitclaim deed does provide that UP (or its assignee) can abandon 

freight service, but onl> if the operator seeks and obtains Board authority. Quitclaim Deed. 

•|(a)(ij [formerly (aKii)J." Thus, until and unless the Board grants abandonment approval, the 

freight operating easement will continue as a perpetual exclusive easement for freight operations 

' fhis IS consistent with Section 2.1 ofthe revised .ACl, Agreement which confin-ns that 
SERA as the operator will have the exclusive right to provide freight service over the Line. 

- ITiis is consistent wilh Section 8.3 ofthe revised .ACL Agreement which allows SER.A lo 
abandon sci vice over all or part of the Line, bul only after obtaining Board approval. 
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B . - id .•igrcemeni 

The Board also e.xpressed concem thai certain provisions of the ACL .Agreement could 

be read lo permit SCCRTC to interfere unduly with SERA's common carrier obligations. 

SCCRTC proposes lo clarify in several ways that this will not be the case. First, a new .Section 

2.3 has been added to specifically provide that the SCCRTC cannot exercise any retained rights 

in a manner that would materially interfere with SERA's Freight Service (common carrier) rights 

and obligations. Certain troublesome sections cited by the Board (Sections 4.2, 4.3, 6 2 and 6.31 

have been modified so that SCCRTC no longer has the right to grant oi withhold consent or 

approval in ils sole discretion. (,Wiih the elimination of that requirement. Section 19 ofthe ACL 

Agreement provides that SCCRTC must exercise good faith and reasonable judgment in 

detennining whether to grant or withhold consent.) Further, the consents in these sections are 

specifically made subject to the new Section 2.3 prohibiting interference with common carrier 

obliganons without prior Board approval.' In addition to the change in the consent language. 

Section 6.3 has also been modified to make il clear that it only applies to locations outside ofthe 

Freight Easement Property, and does nol apply to SER.A's use of the easement. Similarly, the 

applicauon of Section 7.1.2 has been amended to make clear that the laydown space that is the 

subject of the section is only space outside of the F.reight Easement Property Even at that, the 

Section has been amended to provide for alternative laydown space reasonably acceptable to 

SERA if it is detemiined that the original space is no longer appropriate. 

The .August 22 Decision also cited Section 4.1; however. SCCRTC does not believe that 
.section needs to be revised. It provides that all agreements related lo railroad operations will be 
assigned by L'P to SER,A. Only agreements that do not relate to railroad operations will be 
assigned by UP to SCCRTC. .Additionalh, the requirement for the use of pre-approved fomis 
(Section 19 requires good faith and reasonable judgmenU in Section 4 2 has not been modified 
since this should not unduly interfere with SERA's operations and allows SCCRTC lo assure that 
SCCRTC, as well as SERA, vvill be indemnified and protected by the user (a common 
requiremenl by ovvners of railroad property. 

ii>ci.;5..iil 



SCCRTC believes that the ACL .Agreement, with the proposed modifications, clarifies 

that SCCRTC will not have the ability to unduly interfere with SERA's common carrier 

operations. 

REQUESTED RELIEF 

Based on the foregoing, SCCRTC hereby requests that the Board declare that the 

transactions described herein, if consummated pursuant to the Second Amendment to Purchase 

and Sale .Agreement, with revised Quitclaim Deed, and the revised .Administration, Coordination 

and License Agreement, would not be subject to the Board's regulatory authority, and that 

SCCRTC would not be subject to the Board's regulatory authority as a carrier, under the Board's 

precedents under State of Maine. 

EXPEDITED CONSIDERATION REQUESTED 

SCCRTC is relying upon public funding in the form of grants from the Califomia 

Transportation Commission ("CTC"). The funding for the purchase has been approved and is 

currently available. However, additional funding ($5.3 million) for needed bridge rehabilitation 

and other improvements has not been secured yet because SCCRTC needs to own the rail line 

before an allocation request can be submitted lo CTC. To access the rehabilitation funds, 

SCCRTC will have to submit detailed final engineering plans. These plans cannot be prepared 

until SCCRTC can provide the UP detailed as built engineering documents to its engineering 

consultants, which at this time can only be delivered upon the closing ofthe purchase ofthe Line 

from UP. Accordingly, as noted in the letter from Congressman Sam Farr dated July 21, 2011, 



and filed with the Board, the approval ofthe transaction documents is requested as protriptly as 

po.ssible 

Respectfiilly submitted, 

^ C M. HOCKV 
THORP REED «fe; ARMSTRONCJ . LLP 
One Commerce Square 
2005 Market Street. Suite 1000 
Philadelphia, PA 19103 
(215)640-8500 
ehockv 'g.tborpreed. corn 

KIRK E. TROST 
PAULJ. CIIRJSMAN 
MILLER & OWLN 
428 J Street, Suite 400 
Sacramento. CA 95814-2394 
(916)447-7933 
irostwjmotlaw.com 
chrisman'g'motlaw.com 

Dated: September 7, 2011 .Attorneys for Santa Cruz County 
Regional Transportation Commission 



VERIFICATION 

I, George Dondcro, Executive Director of Santa Cruz Coimty Regional Transportation 

Commission, verify under penalty of perjury that statements contained in the foregoing Petition 

for Declaratory Order are true and correct to the best of my knowledge and belief. Furthei. 1 

certify that I am qualified and authorized to file ttiis Verification. 

Executed on September 7,2011. 
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CERTIFICATE OF SERVICE 

I hereby certify that on the date set forth below, I caused a copy of the foregoing 

Supplemental Petilion for Declaratory Order to be served electionically on Lnion Pacific 

Railroad Company and Sieira Northern Railway as follows; 

David .Magaw, Piesident 
Sierra Northem Railway 
341 Industrial Way 
Woodland, CA 95776 
davemagaw(u) gmail.com 

Mack H. Shujnate, .Ir. 
Law Departmeni 
Union Pacific Railroad Companv 
101 North Wacker Drive 
Suite 1920 
Chicago. Illinois 00606 
mackshumateiVjup com 

/ / 

Dated- September 7, 2011 
Eric M. Hocky .' 
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ATTACHMENT 1 

SECOND A.MENDMENT TO 
PURCHASE AND SALE AGREEMENT 



I'irst .American Title ("ompaiiy ("Escrow Holder") 
100 Spear Street, Suite 1600 
San Francisco, Califomia 94105 
Attention: Kimberieiitli Toci 
Telephone: (415)837-2251 
Facsimile: (415)398-1750 

Escrow No. NCS-i38073-SF 

SECOND AMENDMENT TO 
PlfRCHASE AND SALE AGREEMENT 

ANI) ESCROW INSTRUCTIONS 

I his SECOND AMENDMENT TO Pl.iRCHASH AND SAI b AGFLEEMENT AND 
ESCROW INSTRUCTIONS (the "Amendment") is made as of September 7, 2011, by and 
between UNION PACIFIC RAILROAD C(.')MPA\Y, a Delaware coqwation ("Seller'!, and 
SANTA CRUZ COUNTY RLCilONAL TRANSPORTATION COM.MISSION, a public agency 
created under California law (/'Buyer"). 

Recitals 

.A WHERE.AS, efl"ccli\e .August 20, 2010, Buyei and Seller entered into ihal certain 
Pl "RCHASE AND S.\LE AGREEMENT AND ESCROW INSTRUCTIONS. v\hich 
agreement was amended by (he FIRST AMENDMEN'f TO PURCHASE AND S.ALE 
.ACiRl-FMENT .AND ESCROW INSTRU'CTIONS, dated a.s ofMarch 25, 2011 (as 
amended, ihc "Purchase .Agreement"); and 

B Wl lERE.AS, Buyer and Seller desire to amend the Purct:ase Agi-eemcnt as set forth in 
this .'Xmcndment. 

NOW THCREFORE. THE PARTIES AGREE AS FOLLOWS: 

1. Except as otherwise dclined herein, all capitalized terms shall has e the meanings ascribed 
lo ihem in the Purch;̂ .se .Agieement. 

2. Exhibit D ot'ihc Purchase .Agreement is amended by deleting the original Exhibit D in its 
entirety and replacing it with the new Exhibit D attached to this Amendment incoipo.-ated 
herein. 

J. E.xcepi as c.vpre.«;s)\' amefided hereifi, nU of the lerms and comihions ofthe Purc/?a.se 
.Aiireemenl shall r-emain in fiiU force and effect. 

PO-.: ' .ss ' j 
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IN WITNESS Wl lERECJF, Buyer and Seller have executed this .Amendment effective as of 
the dale first above written 

SELLER: UNION PACIFIC RAILROAD COMPANY, 
a Delaware eorpuration 

By; 
Title-

BU^ER: SANTA CRUZ COUNTY REGIONAL 
TRANSPORTATION COMMISSION, 
a public agency created under Caiirornia law 

.\pproved as (o Form: 

Bv: 
Cicorj.c Doiidero. Executive Director 

Rahn Garcia. General Counsel 

09 Ufi 11 s 
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THE LiNDERSlGNED ESCROW HOLDER ACKNOWLEDGES ITS RECEIPT OF ONE 
EXECUTED COPY Ot THIS AMENDMENT AND AGREES TO .ACT IN ACCORDANCE 
THEREWITH 

ESCROW HOLDER: FIRST AMERICAN TITLE COMPANY 

Bv: 
Escrow Officer 

Sennid .•ViiivUdmLnuo l"i \ 
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E.\HIB1 T D 

RECORDING RF.QUESTED BV AND 
WHEN RECORDED MAIL TO: 

SANf A CRUZ COLIN I Y REGIONAL TR.ANSP0RTAT10N COM.MISSKDN 

Caiitornia 
Attn 

MAIL TAX STATEMENTS TO: 

SANT.A CRL\/. COUN1 Y REGIONAL TR.ANSPORTATION COM.MISSION 

, Caiiforria 
.Attn 

THIS INSTRUMENT IS EXEMPT FROM RECORDING FEES (GOVERNMENT CODE 
§6103; ANDFRO.M DOCUMENTARY TR.ANSFER TAX (REVENUE AND TAXATION 
CODF§119?2) 

(Space above line for Recorder's u-̂ e onlyi 

QCTTCL.AIMDEED 

FOR VAIUE RECEIVED, UNION PACIFIC R M L K O A D COMPANY', a 
Delaware corporation (-'Grantor";, REMISES, RELEASES and QUIICLAIMS to SANTA 
CRUZ COU?>i TY REGIONAL TRA>JSPOR I'ATION COMMISSION, a public agencv created 
under Califomia lavv ("Grantee"), all of Gianlor's rights, title, and interest in and to that certain 
real property (the "Property'') in the County of fSanla Crui'Monlerey, as applicablej. Stale of 
Califonv.a, described on Schedule 1 attached hereto and incorporated by lefcience. 

EXCEPTING from this quitclaim and RESERVING unto Granior. its successors 
and assigns, forever (except as otherwise provided in the easement reserved for freight railroad 
pui-poses). the following 

(a) Subject to the lenns and conditions below. Grantor excepts from the 
Properly hereby quitclaimed and reserves unto it.self, its successors and as.signs, forever, an 
pxcAisivt;^easement upon, over, under and across the Property, extending ten (lOi feel on either 
side ofthe center line of ine existing tracks and including rights of access along the length 
thereof, for purposes of conducting freight rail operations and otheiwise to fuHill Grantor's rights 
and obligaiions a;, a common carrier Ircight laili-oad under applicable federal laws and 

f la 06 11B 
Second ,'\tTn.:idn£,nl lu I'S A 



/ 7:f<-ijz 

regulation'^, including the right to use the Property to provide frcigfit rail seivice lo all ciLstomcrs 
on or served from the Property, and to operate, use, construct, recon.struct, mainlain, repair, 
relocate itndor remove existing and'or future railroad, rail and railroad-related equip-neni, 
facilities and transpor-tation systems necessary for and related to freight rail operilions (thi; 
"Freight Ea.sement'); 

(i) Th-iS Freight Faiionient is-m-ade-!jthbH?e+w-ihe-unrecorded 
Admini-'lraiion atvd-Cf̂ Fdiiiatri-eftT'̂ igreen-iunt beuvooft-Cirani-ee-fH^d-SyrefFa-Nerihem-Raviwf'y 
v-"-S;-n;M-l-tHfi<?-0per-aleF̂ v̂ âied-a5-of-f —^^ '. 20-m7-as-tbe-^anw-iiia> he-finitindod frvjin 
tinie 10 UHH?- -The-Administration und Cooi-dination Agreement includes ttifms-&ftd-con4tHefis 

n of liability: rear-onablo rcjlnelions on-rai-t-CTIF 

i-ser-vteevfctfure mod!ficfiiieta-a<id-iffij3rt)vemenl'') to 

go\eiTurg thg-l-o 

fetHsem-

t^rf u-iilior> ani\ f̂eFHViwatinit-ot" 

Hi-) —.Abandonment of all or part ofthe Property. Grantor may at ar;y 
time, for any reason, and in its sole discretion, seek STB authority (or an exemption therefrom) 
to abandon freight sei-vice. over all of, or any segmenl of, the Property Grantee agrees to 
cooperate with, and not to directly or indirectly oppo.se, Graiitor's abandonment efton.<:. If 
Grantee timely files with ihe STB a Statement of Willingness to .\ssumc financial 
Responsibility meeting the requirements ofthe STB's regulations, Grantor shall file wrth the 
SFB: (.A) an expression of wdlingnesis to enter into ai-ai! banking,-'trail use agreement: (B) a 
statement that Grantee and Grantor have entered into such an agreemeni; and (C) a request that 
the S TB issue aNotice of Interim Trail Use (.Nl TU) or Certificate of Inlerim frail Use (CITl.M, 
as appropriate. Upon the effective date of each .'<uch NTl Û  or CIT U, or upon Grantor's 
abandonment of ireight service over all of. or any segment of, the Property, (X) Granior shall 
execute and deliver to Grantee an option to acquire Grajilor's right to restart freight rail service 
on the subiect segment ofthe Property m. the fomi attached hereto as Schedule 2; and (\') 
Grantor's freight easenient-and the AdtTHfH-gl-Fawn and C-oi-tfdHHttion .Agreeniefrt-bei-ween---he 
SboFt-L4»e Oporator-and Grantee? shall automatically terminate v»nth respect to such segment 
without any further liability 'hei-eunder lo Grantee on the part of Granior and the SlH)n Lino 

otiwrvvtse .Mter such automatic termination, upon Grantee's request and at Grantee's expense. 
Grantor .'-hall execute a quitclaim oC such freight casement as to such segment Grantor may 
withdraw any abandonment in its sole discretion. 

(iii) Offers of Financial .Assistance If Granior seeks abandonment of 
any segmenl ofthe Property and Grantor receives an Offer of Financial -Visislance ('"0F.\") with 

Oi" % I. B 
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respect thereto, Granior .-̂ hall promptly notilv Cirantcc in writing Grantee i.or its designee) may, 
at ii.s option, submil lis own OF.A in the amounl of $1 00 and Grantor shall accept the OFA 
submitted by Grantee (or ils designee). 

(+>ri— Nonuso of Frei^h; Ease'neft(rPropertv;4^"atttftiiider 
Admini''-tratiohvattd Coordination .AsjveemeHt. If an̂ • ••jegneni-of ihe-Prt>pei 
lMeight~taasement-hJ not regularly iH5ed (asdefined in the .Adminisiralion-and-Coordina)h*H 
AgreoriTeHt") for fioight riiil tnirposes for a period of <>ne (1} year, oi a materia! default occur:' 
ander the .Adminii'lialion and Co.iidifiitt-ion Agreement wit^ietri-bemg cured under the h 
tH->nduions ihc-reof; Gpantor shall, at Giantce'o roquoGi. enter into a iLttl-banking/lrailHi:ie 
agreement and othervvise compl\ with the provisio<i9of pnjagmph-(ii). of-cooperate with an 
applicetion by Grantee, or its de.'3ignee. lo comnienoe cummoiveaf-fief̂ -fr;Mglw-sei-vi-(:e-ttf:-tke 
I i . J-S l l ^ / ^ T - * » I 

(vui) Successors and Pcmiined .Assiuns. All of the temis and conditions 
of this freight Ea.sement shall be binding upon, and inure to fhe benefit of. and be enforceabie 
b\ , the parlies hereto and their respective successors and pemiitied assigns. GrariU'-r̂ ntiv ntn 
ife'-'jg.i thi^ l°i<-4̂ -ri-E.v̂ Hient-ê tT.H-frf-Avf»rO''-'dc'd in I\M AJni!iii'jtfd4iT*.4-drid Ct(»rdnK-ri4t̂ . 
.A-gfcement. ,Any assignment of ihis Freight Easement shall be conditioned upon ihe assignee 
assuming all obligations sel forth herein and erTleririgjnlo an Adminisu-ation. Coordit|ation and 
!.jccn-%c Ajjiccinci-._t with Gianlcei-r̂ -Uie-.Ad^KiHist-h -̂i-i'̂ i-aiKl-Ceoidinjiioi-i .A '̂reemo'ii. Grantee 
hereby consents to the assignment of this Freight Easement to Sierra .Northern Railwav i "Short 
Lnie_Operat.o.L'}Shcirt Line-Operator. Not\\il_hsiandij1gJi3i: lam^uatje herein to the contr-arv. 
ynL0!2.Cacij.'C Rtulroad CooTilllV -is Gianliiii^hall na\e the uiirestiKled -.IjihX lo assign lis IILMS 

and-mlCiesJJ-'nJfr lbi;;J",ie.iihl Easeireiu to .Shnrt Line Opcialor. and unt;;-. trfit-B-Union Pacific 
Railroad Company's assignmenl of lis rights and interest under this Freight Easement to Short 
i .inc Operator, Union Pacific Railroad Company shail be relca.sed and discharged from any 
further obligation or liability under this Freight Easement and references to "Grantor" hereunder 
shall then refer to Short Line Operator or any successor to Short Line Operator, as applicable. 

(bj The existing eight inch (8") sanitary sewer pipeline and appuncnanl 
facilities referred to in the following sentence, whcilicr owned by Grantor or any third party, and 
a perpetual easement upon, over, along, under and across the portion of the Line that lies five 
feel (5') on each side ofthe centerline of such existing eight inch (S") sanitary sev^er pipeline and 
appurtenant facilities (the "Easement Area"), for the purposes of constructing, mainiaining. 
repairing, operating, renewing, replacing, using and/or removing the eighl inch (8") sanitary 
sewer pipeline and appurtenanl facilities (whether now or hcrcalier installed, and including 
facilities which arc the technological successor to any existing or hcreaficr installed facilities); 

1»C.25992) 
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together with (a) the right of ingress and egress to and from the E;isemet-it Area, and ib) l.'ie lig.Kt 
to collect the lents, issues and profits therefrom, and from any cxibiing conL -̂dcts In addition to 
and not in limitation of Grantor's rights under the foregoing reservation of easement. Grantee, for 
itself, ils successors and assigns, hereby covenants and agrees that Grantee shall not intertere 
with the rights of Cjranlor's Licensee under that certain License .Agreement between Southem 
Pacific Transportation (Company (predecessor in interesi to Grantor) and Holcomb Corporation 
dated .luly 27, 1990, identified in the records of Cnanlorab Audit Number S211235, and granting 
certain nghts to sard Licensee to u.se a portion of the Line for eight inch (X") .sanitary sewer 
pipeline purposes. This reserved right is intended solely to perniit Grantor lo honor its 
obligations under said License Agreemeni and does not consi:tute a resei-vation of rights for any 
other purpose. 

(c) The existing eight inch (8") .sanitary r.ewer pipelines and appurtenant 
facilities referred lo in the following sentence, whether ov»ned by Granior or any third party, and 
a perpetual easement upon. over, along, under and across ihe portion ofthe Line that lici five 
feel (5') on each side ofthe centerline of such exisung eighl inch (8'') s:muary .sewer pipeline and 
appurtenant lacilities (the "E^asement .Area"), for the purpo.ses of constmcting, maintaining, 
repairing, operating, renewing, replacing, using and'br r-emoving the eight inch (8") sanitary 
sewer pipeline and appurtenant facilities (whether now or hereafter installed, and including 
facilities which are ihe technological successor to any existing or hereafter inbtalled facilities); 
together with (a) the right ot ingress and egress lo and from the Easement .Area, and (b) the right 
lo collect the rents, issues and profits therefrom, and from any existing contracts In addition to 
and nol in limilittion of Grantor's rights under the foregoing reservation of easement. Grantee, for 
Itself, its successors and assignh, hereby covenants and agrees that (."irantee shall not interfere 
wilh the rights of Grantor's Licen.see under that certain Licen.se .Agreement belv\een Soulhem 
Pacific Iransportation Company (predecessor in interest to Granior) and Holcomb Corporation 
dated .luly 27, 1990, identified in the records of Grantor as .Audit Number S211236, and granting 
certain rights to said Licensee to use a portion of the Line for eight inch (8") sanitary sewer 
pipeline purposes This reserved right is intended solely lo permit Grantor to honor its 
obligations under said License .Agreement and does nol constitute a reservation of rights for any 
other purpose. 

(d) 'Hie existing four inch (4") VCP .?ewer ;ind four inch (4") copper water 
pipelines and appurtenant facilities refened lo in the following sentence, whether o\vned by 
Granior or any third party, and a perpetual easement upon, o\-er. along, under and across the 
portion ofthe Line that lies five feet (5') on each side ofthe centerline of such existing four inch 
(4") VCP sewer and four inch (4") copper water pipeline and appurtenant facilities (the 
"Ea.semenl .Area"), for the puiposes of constructing, maintaining, repairing, operating, renewing, 
replacing, using and,'or removing the four inch (4") VCP sewer and four inch (4') copper water 
pipeline and appurtenant facilities (whether now or hereafter installed, and including facilities 
which are the technological successor to any existing or hereafter installed facilities), together 
with (a) the right of ingress and egress to and from the F^asement .Area, and (b) the right to collect 
the rents, issues and profits therefrom, and from any existing contracts. In addition to and not in 
limitation of Grantor's rights under the foregoing reservation of easement. Grantee, for itself, ils 
successors and assigns, hereby covenants and agrees that Grantee shall not interfere -̂ viih the 
lights of (rrantoi-'s Licensee under that certain License Agreemeni between Southem Pacific 
Transportation Company (predecessor in interest lo Grantor) and .lames G. Spelh dated March 

<fi ')b 1; \i 
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19, 1980, identified in the recorcs of Grantor m, Audit .Number S2U4^67, ajid gRmting certain 
rights lo said Licensee lo use a portion ot the Line for four inch (4") VCP sewer anc lour inch 
(4") copper water pipeline purposes. 'ihi.s reserved right is intended solelv lO permit Granior to 
honor its obligations under said License .Agreement ar.d does not constitute a reservation of 
rights foi any other purpose 

(e) The existing Iwenty-four inch (24"j stoim uiain pipelines and appurtenant 
facilities referred to in the following sentence, whether owned by Grantor or any third party, and 
a perpetual easement upon, over, along, under and acioss the portion of the Line that lies five 
feel (5') on each side of the centerline of such existing twenty-four inch (24") storm drain 
pipeline and appurtenant facilities Che "Easement .Area"), for the purposes of constructing, 
maintaining, repairing, opeiating, renewing, replacing, using and/or removing the twenty four 
inch (24 ") storm drain pipeline and appurtenant facilities (whether now oi hereafter installed, and 
including facilities which iire the technological succesisor lo any existing or hereal'ter insta.led 
facilities); together wi;h (a) the right of ingress and egress to and from the Easement .Area, and 
(b) the nghi to colled the renis, issues and piof ts thcrefro.m. and from any existing contracts In 
addinon to and not in limitation of Grantor's rights under the foregoing reservation of easement, 
(jrantec, for itself, its successors and assigns, hereby covenants and agrees that ("jrantce shall not 
interfere with the nghts of Grantor's Licensee under thai cenain License Agreement between 
Southem Pacific fransportalion Company (predecessor in interest to Grantor) and Phiilip.s 
Driscopipe, Inc. dated .April 20, 1995. identified in the records of Cjranior as .Audit .Number 
S71546''), ;uid granting certain rights lo sard Licensee lo use a portion ofthe Line tor tweniy-four 
inch (24") storm drain pipeline purposes. ITiis reserved right is intended solely to pemul Cjranior 
to iionor its obligations under said License Agreement and does not constitute a reservation of 
rights for any other purpose 

IN WITNESS WHEREOF, the undersigned have executed this Quitclaim Deed .is of 
.2010. 

UNION PACIFIC RAILROAD COMPANY, 
Attest: a Dc]a\^are corporation 

Bv-
.Assistanl Secretaiy 'fitle: 

(SEAL) 

" : ' i ) ( , I I H 

scon.l '\meiiiini:ni !(• rS'\ 



APPRON ED AS TO FOR.M: 

Counsel 
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SAN IA CRU/. COLIN TV RECilONAL 
TRANSPORTATION COMMISSION, a public 
agency created under California la>\ 

By 
Name. 
l i i l e : 

iN06!m 
SeiOiid .A.iiendinL-i'l lu I'S.A 



SLATE OEM-IBR ASK A ) 

) 
COUNTY OF DOUG IA S ) 

On , 2010. before me, a Notaiy Public in and for said Count) 
and State, peisonallj appeared and . 
who are the and the Assistant Secretaiy, respectively, of L'NION 
PACIFIC R..A1I.R0AD COMP.ANY. a Delaware corporation, personally known to me (or proved 
to me on the basis ol" satisfactory evidence) lo be :he persons whose nanie.s are subscnbed to the 
within instrument, and acknowleoged to me that they executed the same in their autnonzec 
capacities, aiid that by their i,ignatures on the instruineril the persons, or the entity upon behalf cf 
wnioh the pcisons acted, executed the instiument. 

WITNESS m\ hand and official seal. 

Notary Public 
(SEAL) 

louiisss;! u Vi.i.its\C2i63Alu.'-3l;'ipO!.'f.SW aor 
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Sl.VlEOl CAl.lhORNIA 

COUNTY OF SANTA CRUZ 

On 

I ss. 

and State, personally appeared 

who are the 

2010 before mc. a Notary Public in and Ibr said Countv 
and 

and the 
respeclively, of SAN 1A CRL'Z COL'NTY RPGION.AL TRANSPORTATION COM.MISSION. 
a public agency created under Califomia law. and wiio are personally known to me (or proved lo 
me on the basis ofsatisl'actory evidence.) lo be ihe persons whose names arc sub.scribed to in the 
within instrument, and .acknowledged to me that they executed the same in their authorized 
capacities, and that by their signatures on the instrument the persons, or the cnlity upon behalf of 
which the persons acted, executed the instrjment. 

WITNESS m\ hand and ollicial =;eal. 

Notary Public 

My commission expires" 

(SE.AL) 

i;V.lient!vCiJ6:/MCi:J)V.nnir5»« Joe 
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SCHEDULE I TOOUITCL.AIM DEED 

LEGAL DESCRIPTION OF PROPER! V 
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SCHEDULE 2 TO QUITCLAIM DEED 

FORM OF OPTION 
I To Be F^xecuted in Recordable Fctrm] 

1. The ponion of the Property between milepost i ' and milepost | 1 (the 
"Railbanked Property") is subject lo the effective orders ofthe Surface Transportation Board 
("STB") applying Section 8(d;i ofthe National Trails System .Act. 16 l? S C. Section 1247(d;. 
The Railbanked Property shall remain under the jurisdiction ĉ f the STB for its successor agency) 
pursuant to applicable .regulations ofsaid agency for reactivation of freight rail service and for 
inlerim trail use In the event Grantee shall apply to the STB (or its successor agency) lo cease 
laibanking all or any portion ofthe Railbanked Properly. Grantor shall not obiect to such 
applicauon. 

2. Granior hereby grams to Grantee an option for a penod of 99 years after the date 
of this Option to acquire Grantor's residual nght to reactivate freight rail service on all or any 
ponion ofthe Railbanked Property. Such opiion (i) shall be e.xercLsable upon 10 days prior 
wnttcn notice to Grantor after Grantee has obtained regulatory authority to acquire such resioual 
right, and upon lender of $10 as additional consideraiion, or (ii) may be waived by Grantee upon 
written notice to Grantor. 

3. If Grantor reactivates freight rail service on any portion ofthe Railbanked 
Property, Granior (i) shall reimburse Grantee for the amounl Grantee has paid for the portion of 
the Railbanked Property in question, including all improvements subsequently constmcted 
thereon, or the ihen-curreni market value ofthe portion ofthe Railbanked Property in question, 
whichever is greater, and (ii) shall be solely responsible for the restoration of tracks, ties and 
other .structures neces.sary for freight rail service. 

(PCI.SSS.'} u \clicn;s\Oil63A102a i''-'\.UJ2595; doc 
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CERTIFICATE OF ACCEPTANCE 

(Pursuant to Government Code §27281) 

This is lo certify i.hat the interesi in real propeny tiansfer red by Quitclaim Deed as of 
. 2010, from Union Pacific Railroad Company, a Delaware corporation, to the 

SANTA CRUZ COL'NTY REGIONAL TR,ANSP0RT.AT10N COMMISSION, a public agency 
created under California law ("Grantee"), is hereby accepted by the undersigned officer pursuant 
to authority confeired by Resolution No. of Grantee's Commission, adopted 

, 2010. and Grantee consents to recordation thereof by its duly auihorized 
representative. 

SANTA CRI Z COI NTV 
REGIONAL TRANSPORTATION 
COMMISSION 

Date: .2010 By. 

Title-

APPROVED AS TO FOR.M: 

Counsel 

u '.clienti'-.O. 1637-ilC?431',pn:;')992 doc 
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AD.MINISTRA TION, COORDINATION, AND LICENSE AGREE.MENT 

This administration, coordination, and license agieement is dated 
2t"M-02011. and is between the Santa Cmz Counly Regional Transportation 
Commission iihe "Commission"), a public agency created under Califomia law. 
and Sierra Northern Railway, a Calitomia Corporation ("Sierra'"). 

The Commission purchased the Santa C n̂iz Branch railroad line flhe 
"Property") from Union Pacific Railroad Company i,"yP.'J, via an August 20, 
2010, Purchase and Sale .Agreement (the "Purchase and Sale .Agreement"), and 

UP reserved an easement to conduct common carrier freight railroad 
operations on and over the Propeny (the "Freight Easement"), which Freight 
F.,ascmenl is set forth in the Quitclaim Deed by which LiP, as grantor, quitclaimed 
all of its right, title and interest in and to the Property to the Commission, as 
grantee; and 

UP has quitclaimed all of its right, tille, and interest in and lo the Freight 
Easement to Sien-a and Sierra is the sole freight rail operator on the Freight 
F^asemeni; 

Sierra needs a long-temi agrcemenl of al lca.si 10 years, covering a!i facets 
of railroad operations, in order lo justify its investment of lime and money needed 
to conduct such railroad operations, and 

Siena and the Commission desire (o establish their respective righis and 
obligations with respect to the Property and the Freight FLasement by entering into 
this agreement. 

The parties therefore agr-ee as follows 

1. Definitions 

1.1 The tenn "Commission" is defined m the introductory paragraphs 
of this agreement and includes ils directors, officers, employees, 
agents, parents, subsidiaries, affiliates, commonly controlled 
entities, and all others acting under its or their authority. 

1.2 The term "Coordination Committee" is defined as the commiliee 
established by the parties pursuant to Section 1 1 

1 3 The term "FRA" is defined as the United States Federal Railroad 
Administration or its regulatory successor. 

1 4 The lerm "Freight Easement" is defined in the intioductory 
paragraphs of ihis agreemeni. 

•\ irniriitraiinn i . loo-ijiniiiiv.'n .Vufcemcn' 



1 5 The lerm "Freight Fasement Property" is defined as the portion ol' 
the Property subject lo the Freight Easement consisting of all real 
and personal propeny within 10 feel ofthe centerline of any track 
on the Propenj except where roadways, build-ngs, or Property 
boundary lines reduce such distance to less than 10 t'eet, and except 
for any retained rights and personal property described herein 

1 6 The temi "Freight Service" is defined as any and all common 
carrier rail freight operations, rights, or obligations as lo ihe 
Freight Easement Property including freight iransportation. 
switching, temporary rail car storage (subject to the conditions of 
Section 2.45). transloading freight and dispatching. 

1.7 The tenn "Hazardous Materials'' is defined as any substarice-
(a) that now or in the I'uture ib regulated or go\enied by, requi.'es 
investigation or remediation under, or î  defined as any ha/iu-dous 
waste, hazardous substance, bio-hazard. medical waste, pollutiint. 
or contaminant under any governmental statute, code, ordinance, 
regulation, rule, or order, or any amend:-nent ihereio. including the 
Hazardous Material Transportation .\ci 49 U.S C. ^ 5101 et .seq., 
the Comprehensive Environmental Response Compensation and 
Liability .Act, 42 U.S.C. §9601 ei .set/., and the Resource 
Conservation and Recovery Act. 42 LLS.C. § 6901 et seq.. or 
(̂ b) that is toxic, explosive, corrosive, flammable, radioactive, 
cai-cinogenic, dangerous, or otherwise hazardous, including 
gasoline, diesel, petroleum hydrocarbons, polychlorinated 
biphenyls (PCBs). a.sbeslos, radon, and urea formaldehyde foam 
insulation. 

1.8 The lerm "Hazardous Materials Laws'' means all present and 
future governmental statutes, codes, ordinances, regulations, rules, 
orders, permits, licenses, approvals, authorizations, and other 
requirements of any kind applicable lo Hazardous Materials 

1.9 The terms "include'', •'includes'", and "including'' are to be read as 
if they were followed by the phrase "without limitation." 

1.10 The term '-Loss" is delired as an> loss, dajnage. claim, demand, 
action, cause of action, penally, fine, payment, cost, liability, or 
expense of whatsoe\'er nature, including court costs and reasonable 
attorneys' fees, resulting from or lelaled to: (a) any injur) lo or 
death of any person, including officers, agents, and employees of 
the Commission or Sierra; or (b) darnage to or loss or destruction 
of any property, including the Property. an> adjacent property, and 
the roadbed, tracks, equipment, other property of ihe Commission 
or Sierra, and any propertv in tlie Commi.s.sion's or Sierra's care or 
custody. 

WniiniNtra.icii it LcnTilination Agrcemenl 



1.11 ITie ten-n "Property'" is defined as the enure Santa Cru? Branch 
rarlroad line nght-of-way purchased from LiP by llie Commission, 
including all improvements thereto, whelher now exibling or 
hereafter constructed 

! 12 The term "Rai'road Facilities" is defined as all tracks and other 
railrojd propertv and fixtures, including ties, switches, trackbeds. 
bridges, trestles, retaining walls, culvens, railroad signs, switch 
mechanisms, signals, grade crossings, active and passive grade 
crossing warning devices and other appurtenances associated with 
the trackage described on Exhibit A and located on the Ft eight 
Easement Property 

1.13 The term ''Sierra" is defined m the introductory paragraphs of this 
agreemeni and includes its directois, otVicers. employees, agents, 
parents, subsidiaries, affiliates, commonly controlled entit;cs. any 
other related persons and entiiies. and all others acting under its or 
their amhoriiy. 

1.14 The term "STB'' is defined as the United Slates Surface 
'Transporlalion EJoard or its regulatory successor. 

1.15 The lerm "Tourist Service" is defined as the transportation of 
tourists by rail. 'Tourist Service does nol include regulariy-
scheduled passenger transit or commuter service 

1.16 'The term "LT"' is defined in ihe inlroductoiy paragraphs of this 
agreemeni. 

Commission Grants Rights 

2.1 Freight Service The Commission grants Sierra the exclusive right 
and obligalicn to provide Freight Service on the Freight Easement 
Property Sieira's rights and obligations to provide freight Service 
under this agreement are limited lo those set forth in the Freight 
Easemeni or in this agreement. Sierra may noi. in performing such 
Freight Service, exceed ihe maximum speeds authonzed by 
applicable law for the existing track condmons or transport rail 
cars exceeding the applicable track and bridge weight limits. 

2 2 Trackage License. The Ciommission grants Sierra an exclusive 
license lo use, maintiiin, repair, and operate all of the Railroad 
Facilities for all T'reight Service purposes. Notwithstanding t'.ieir 
location on the Freight Ea.scment Property, buildings and other 
fixtures which are nol appurtenances as.sociated with the tracks and 
related railroad property are not included as part of this license. 

iw-is iiii")'i: : t •.|,.>8,^; 
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_̂ Lo Vlatend Interference with Freight Service. NolwitbS'.andin.c the 
righjs_ retained by Lbe Commission undc this aereement. the 
exercise ol such rig'nts b\ the Commission .may jioj. riiateuailv 
interfere_vv'ith Sien-a"s FieJiiht_S£rvice rights and obligations under 
federaljaw. unless first approved bv the STB 

'.4. Tourist Service and Other Third-Partv Licenses. 

2.4.1. Sierra Tourist Service, 'fhe Commission grants Sierra a 
non-exclusive license to use the Freight Easemeni Property 
and Railroad Faclilies to pnwide fourist Service between 
.Vliiepost 18.74 in Santa Cmz and Milepo.st 31.39 in 
Davenport; provided thai prior to the con-uncncement of 
operations (nj the Commission has approved in writing a 
detailed plan from Sieira describing such Tourist Service, 
(b) the Tounsl Service will not materially conflict with, and 
will be subject and subordinate lo Freight Service, and (c) 
SieiTa has obtained any governmental authorizaiions 
required under applicable law for such Tourist Service. 
Sierra's Tourist Service plan shall include, at a minimum, 
the proposed seasons, dates and limes of operation 
(including a proposed (rain schedule), a financial plan and a 
marketing plan. 'The pailies understand and agree that 
Sierra may assign this Tourist Service license to 
Mendocino Railway by written assignment approved in 
writing by the Commission. 'I he assignment shall require 
Mendocino Railway to be bound by the terms and 
conditions of this agreement relating to ibis 'Tourist Service 
license and to attorn to the Commission as the licensor. No 
such assignmenl shall relieve Sierra ofits obligations under 
this agreement, including obligations related lo this 'Tourist 
Service license. 

2.4.2. 'Third-Party Licenses. 'The C?ommission reserves the right to 
grant additional licenses over the Freight Easement 
Property and the Railroad Facilities provided thai any such 
licenses: (a) do nol maicrially confiici wilh. and are subject 
and subordinate to. Sierra's right to use, maintain, repair, 
and operate all of (he Railroad Facilities for all Freight 
Service purposes, fb) do not materially conflict with any 
other license wilh a plan previously approved in wriiing oy 
the Commission, (c) require tlie licensee to pay ils 
proportionate share of Sierra's costs (including labor costs, 
materials costs, equipment costs — using equivalent rental 
cosls as a proxy for capital and maintenance and repair 
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cosls - - travel, tue., contract labor, and appropriate 
overhead) to maintain and repair the portion ofthe Freight 
Easement Property and f^ailroad Facilities used by the 
licensee, and (dj require the licensee lo (i) provide 
insurance equal to or better than that required of Sierra in 
Section 9 and (ii) indemnify and hold haimless Sierra and 
the Commission as to any Loss arising out of or related to 
licensee's operations. 

2.4.2.1. For a period of three years after the effective date of 
this agreement, any third-party license for Tourist 
Service between Milepost 20.9 and Milepost 31.^9 
vvill be deemed lo materially conflict with Sierra's 
Tourist Serv-ice license, except in the case of special 
Tourist Service events as described in Section 
2 ^ .2 .9 The provisions of this Section 2.54 2.1 are 
conditioned on the following (all dales are measured 
following the effeclivc dale of ihis agreement): 

a Within 6 months: Sien-a shall submit ils plan 
for ils initial TourLsl Service to ihe Commission 
pursuant lo Section 2.-34.1 

b. Within 3 months after Commission approval of 
initial plan: Sierra shall ensure that the Railroad 
Facilities for ils initial Tourist Service meet and 
are maintained to Class 1 tmck standards and 
obtain appropriate FR̂ A and PUC inspections to 
verify the same 

c. Within 5 months after Commission approval of 
initial plan- SieiTa shall secure all pemiils and 
agreements required lo operate its initial Tourist 
Service 

d. Wiihin_6 months after Commission approval of 
initial plan: Sierra shall ininate its initial 
Tourist Service. 

e Levels of Service: Sicn-a's Tounst Service shall 
can-y the fo'lowing numbers of reven le 
passengers: 

I. First Year of Service. 5.000 passengers. 

II. Second Year of Service: 10,000 pa.ssengers. 

III. Third Year of Service- 15,000 passengers. 
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2.4.2.2 Following the date that is i.hree years after the 
effective date of this agreement, a third-party 
license will be deemed to materially conflict with 
another license with a plan previously approved in 
writing by the Commission if the third party (a) 
operates on a substantially similar portion of the 
Freight Ea.sement Property and Railroad Facilities 
covered by the previously-approved license'plan. 
(b) pennits .in activity that is substantially similar to 
the previously-approved license'plan and (c) 
operates during subslantially similar seasons, and on 
substantially similar days and times of day, as the 
previously-approved license/plan. 

2 4.2.3. If Sierra or any ihird-pany licensee ("Tourist 
Operator") fails to initiate and continue lo opeiate 
Tourist Service substantially in accordance with the 
plan approved by the Commission, then the 
applicable Tourist Opeialor's operations may, at the 
Commrssion's option, lose priority over any other 
operations, but only lo the extent of such failure to 
operate. 

2.4.2.4. If Sierra constructs capital improvements to the 
portion of the Freight Ea.sement Property and 
Railroad Facilities used by the licensee, the 
Cominission shall promptly and reasonably 
deiemiine (i) the benefit of such improvements to 
the licensee. (li) the cost apportionment of such 
impiovements between Sierra and the licensee, and 
(iii) the appropriate amortization period fbr such 
improvements (for capital improvements the 
Commission shall make such dctennination 
concurrently with us approval of such capital 
improvements pursuant lo Section 6 2). The 
licensee will, within 30 days following receipt of 
written notice, pay amounts due .As used in this 
agreement, the term "capital improvement" means 
any improvement o: repair that is subject to the 
capital depreciation rules of the Internal Revenue 
Service. 

2 4.2.5. The licensee's proportionate .share of S'erra'> costs 
shall be calculated in advance by Sierra (based on 
the pnor year's maintenance and repair co.sts plus 
any reasonably anticipated extraordinary 
maintenance and repair cosls. und the parties' 
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relative need or usage dunng the licensee"^ 
operating sea.son) on a car-mile basis as to :he 
portion of the Freight Easement Property and 
Railroad Facilities u.scd by any licensee (As used 
in this subsection, ""lepair cosls" refers to the cost of 
lepaiis that maintain piopeny in good operating 
condition and not to repairs that aie "capital 
improvements," which are de.iJl with in Subsection 
2 -34.2.4.) The licen.see shall pav its proportionate 
share of costs monthly in advance during ihe 
months ofthe licensee's operations. Sier-ra shall at 
the end of each calendar year reconcile the amounts 
paid to the actual costs incurred If fhe actual costs 
exceed the amounl charged to the licensee, the 
licen.see will within 30 days following receipt of 
written notice of such reconciliation pay the 
additional amount to Sierra. If the actual co.sts arc 
less than the amount chaiged to the licensee. Sierra 
will within 30 days following such reconciliation 
refund the balance lo the licensee 

2 4.2 6. If the Commission, in its discretion, elects to require 
a lower level of insurance coverage for the licensee 
than the level of coverage then required of Sierra 
under Section 9. the Commission shall 
correspondingly lower the limits of coverage 
required of Sien-a under Section 9. provided that if 
Sierra elects lo reduce the levels of its insurance, it 
shall also reduce the self-insured retention to the 
level required ofthe thir-d-party licensee 

2.4.2.7. The Commission or ils designee shall have the right 
to review, obtain, and copv all books, records, 
computer record.s, accounts, documentation and any 
other mate;-ials (collectively "Records") pertaining 
to Sierra's costs that are .subject lo apportionment 
under ihrs section, including any Records in the 
possession of any subcontractors, for the purpose of 
monitoring, auditing, or othervvi.se verifying said 
cosls. Siemi agrees to provide the Commission or its 
designees with any Records requested for this 
purpose and shall permit the Commission or its 
designees access lo its premises, upon reasonable 
notice, during normal business hours, for the 
purpose of inspecting and copying such Records. 
Sierra further agrees to maintain such Records for a 
period of three years. fhe Commission 
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acknowledges and agrees that these Records 
constil'Jte Sierra's confidential infomiation and shall 
nol be disclosed to any third-party without Sien-a".s 
prior vvririen approval, except as otherwise required 
by applicable law. 

2.4.2.8 Sieira wiil rea.sonab"y cooperate with any third party 
holding rights to use fhe Property, including, 
vvithout limitalion. any ihird-party lourist Service 
operator .seeking lo secure the necessarv 
certification or qualification required by applicable 
law to operate on the Railroad Facilities. 

2.4.2.9. In addition to all other rights of Commission under 
this agrcemenl. and notwithstanding anylhing to '.he 
conlrary in this agrcemenl. the Commission reserves 
the nght lo use the Freight Easem.ent Property and 
Railroad Facilities for special events. Such special 
events shall be subject lo the provisions of Sections 
2.34.2.(a) and (b), provided that such special events 
will only be deemed to materially confiici with 
another license with a plan previously approved in 
wnting by the Commission if they operate during 
the same season, and on the same days and times of 
day. as the previously-approved license/plan, fhe 
Commis.sion vvill consult with Sierra regarding 
Sierra's willingness and ability to operate .«uch 
special events. 

If the Commission elects to have Sierra operate the 
special event. Sierra will operate the special event 
for an all-inclusive fee (for locomotive, crew, fuel, 
trainset. and trackage righis) (the "Special Event 
Fee") in fhe amounl of 'i>4,5(,i0 per day If the 
Commission elects to have unothei operator operate 
the special event, the Special Event Fee paid to 
Sierra will be S2,500 per day. which fee shall cover 
all services to be provided by Sierra lo support an 
event opciated by a third party including, but not 
limited lo, despatching, inspections, and 
maintenance (but excluding Sien-a"s provision of 
any locomotive, irainset. crew, and fuel). The 
Special Event Fee shall be adjusted annually as of 
.luly Isl of each year to an amount calculated by 
multiplying the Special hivenl Fee specified above 
by a fraction, the numerator of which shall be the 
United Stales Department of Labor's Bureau of 
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Labor Statistics Consumer Pnce Index, .All Urban 
Consumers. All Items. San Francisco-OaLland-San 
.lose, CA (1982-84-= 100). or the successor of such 
index (the "CPI"), for the month immediately 
preceding such adjustment, and the denominator of 
which shall be the CPI for June 2010. Nothing in 
this paragraph shall preclude the Commission and 
Sierra from negotiatrng other arrangements tor 
special events (e.g.. special events for which there is 
a dil'fereni operational or fee structure, including 
events for which Sierra is both ihe operator and 
receives all or a portion of the fare .-evenue). 

Temporarv Rail Car Storage. Subject to the lerms and conditions 
of this agreement, Sicn-a may enter into agreements with am party 
for temporary rail car storage or repairs. However, Sierra shall not 
enter into any agreements pursuant to this section without 
obtaining the Commission's prior written consent 

2 5.1. Unless otherwi.se expressly agreed by the Commission in 
wnting. Sierra will not (J) store more than 100 rail cars, (li) 
stoie rail cars in locations other than those marked on 
lixhibit B (which locations are intended to substanlially 
avoid visibility from Highway 1 and blocking designated 
public beach access), or (iii] store any rail car for more than 
six months. Absent the Commission's prior written 
consent, which consent may be withheld in the 
Commission's sole discretion, Sien-a may not store raiicars 
that have been used to transport Haza-dous Materials unless 
such raiicars are empty or contain only residual amounts of 
Hazardous Materials. 

2 5.2. Following the earlier of (i) Sierra's institution of Tourist 
Service pursnaiit lo Subsection 2-34 1, or (li) three years 
after the effective date of ihis agreement. Sierra shall not 
exercise its right to use the Frerght Easement Property or 
Railroad Facilities fbr temporary rail car storage oi repair 
in a manner that matenally affects the ability of any third-
party Tourist Service licensee to access the Railroad 
Facilities for llie purpose of exercising its licensed rights. 
.A reciprocal provision will be placed in any third-parly 
license for Tourist Ser-vice granted by the Commission. 

2.5.3. The provisions of Subsections 2.4^.. and 2 4i.2 apply ;o 
future storage agieemenis as well as storage agreements 
existing as ofthe efTective dale of this agreement. 
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2.6. investigation. teS 

2 6.1 Sierra hereby acknowledges that (aj it has satisfied itself at 
the time of this agreemeni with respect to the condition of 
Ihe Freight Easemeni Property and Railroad Faciliiics and 
their suitability t'or Sierra's intended use: (b) it has made 
such investigations as it deems necessary with respect lo 
the Freight Easement Property and Railroad Facilities, as 
they exist at the lime of this agreement, and assumes 
responsibility iherelbr as to its occLipancy and use thereof"; 
and (c) neither the Commission nor any of the 
Commission's agents has made any oral or wrirten 
representations or warranties w-iih respect to the Freight 
Easemeni Property or Railroad Facilities. 

2 6.2. The Commission acknowledges that Sierra cannot make 
any investigation, or satisfy itself, with respect to how liie 
Property or the public's use of the Property mav change 
following the Commission's purchase of fhe Property from 
UP. In the event that any public use of the Property, or 
illegal acliviUes by third parties including trespassing, 
cause any significant economic or operational problems for 
Sierra, Sierra may terminate this agreemeni. provided 
Sierra complies with the provisions of Section 8.3. 

2.7. As-ls. Where-ls. Sierra shall take the Freight Easemeni Property 
in an "as-is, vvhere-is" condition aj-id without any express oi 
implied warranties, including, but not limited to, any warranties of 
merchantability, fitness for a particular purjjose or volume or 
quality of traffic on tlie Freight Easemeni Property, and subject fo: 
(i) encroachments or other existing conditions, (li) all existing 
ways, alleys, pnvileges, rights, appurtenances and servitudes, 
howsoever created, and (ui) the Commission's rights hereunder. 

2.8 Release. Sierra, for itself, its successors and assigns, to the 
maximum extent permmed by law, hereby waives, releases, 
remises, acquits and forever discharges ihe Commission, its 
officers, employees, agents, successors and assigns, from any I .oss 
in any way arising out of, or connected with, the knovvn or 
unknovtTi, existing or future physical or environmental condition of 
the Freight F îsement Property and Railroad Facilities (including 
any I lazardous Materials contamination in, on. under, or adjacent 
10, the Freight F^asement Property, or any clearance con.strainls on 
ihe Freight Easement Property), or any federal, stale, or local lavv. 
ordinance, rule or regulation applicable thereto. 
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2 8 1. Sierra hereby gi-ants to Commission, on behalf of any 
insurer providing properly, general liabililj, or automobile 
liability insurance to either Sierra or Commission with 
respect to the operations o:'Siemi, a waiver of anv right to 
subrogation which any such insurer of Sierra may acquire 
against Commission by vntue ofthe paymen: of anv loss 
under such insurance. 

2.8.2. If any Loss described in Section 2.7-8,js caused by a third 
party under contract vvith the Commission, the 
Commission may, at ils option, (i) pursue any claim it may 
have against the third party contractor, or (Vi) assign to 
Sierra any such claim, provided that Sieira shall not be 
obligated to pursue such claim. .Any amounts recovered as 
a result of any such claim shall, to the extent they exceed 
any fees and ccsts incurred in pursuing such claim, be used 
to repair or replace any of the follovving that are dan-iaged 
01 destmyed in connection with the subject I.oss-

2 8.2.1. First, Freight Easement Property and Railroad 
Facilifies; 

2 8.2.2 Then, railroad equipment 

If Sierra commences abandonment proceedings for the 
.subject portion of the Piopeny under Section 8.3, the 
Commission will not assign any such claim to Sierra and 
neither party vvill have any further responsibility under this 
Subsection 2.7S.2 as to such claim. If Sierras 
abandonment application is withdrawn, or not approved by 
the STB, the Commission may assign such claim to Sierra, 
as provided above 

2 8.3. The provisions of this Section 2.7—8 shall survive the 
ten-ninalion or expiration of this agreement. 

2.9. The nghts granted by the Commi.s.sion under Sections 2 1 -2 4-5 
are subject to all existing licenses, leases. ea.sements, restrictions, 
conditions, covenants, encumbrances, liens and claims of tille that 
may affect the Propeity and the word "grant" as used herein shall 
not be construed as a covenant agam.st the existence of any thereof 

3. Limitation and Subordination of Rights Granted 

3.1 Commission's U.se ot Propertv. The foregoing granted rights are 
subject and subordinate to the Commission's prior and continuing 
right :o use anc maintain the Property for any purpose that is not 
inconsistent with this aereement. Without limitint; the jieneralitv of 
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the foregoing, the Commission may construcl, maintain, repair, 
renew, use. operate, change, modify or relocate public projects of 
any kind, railroad tracks, signals, communication equipment, fiber 
optics, pipelines, or oilier facilities upon, along, or across any or all 
ofthe Properly, all or any of which the Commission may freely do 
at any time or times wiihoul liabiliiv to Sierra for compensiifion or 
damages; provided, however, that the Commission may not 
materially interfere vvith Sierra's nghts and operations under this 
agreement or Sien-a"s Freight Service rights and obligations under 
federal law (unless first approved by ihe STB); and provided, 
further, that the Commission shall to the extent possible notify 
Sierra as soon as practicable of anv such planned or actual 
interference and provided Ihat the Commission takes all practicable 
measures to minimize any such interference. Sierra shall 
reasonably cooperate with the Commission rn implementing the 
foregoing uses of the Property. If the Commission or its designee 
requests Sierra's assistance to transport materials or to perfomi 
other transportation or construction services Ibr public projects. 
Sierra vvill provide such assistance at rates reasonably to be 
determined between the parties. 

3.2. Commission's Inspection .Access; Access for .Vlaintcntince. The 
Commission may, as reasonable and ;is coordinated in advance 
with Sierra, (i) inspect the Freight Easement Properly and the 
Railroad Facilities, including any rail-yard or maintenance facility 
u.sed in connection vvith Freight Service or Touiist Service, and (li) 
access the Freight Easement Property and Railroad Faciliiies 
(including access with Commission or third party rail vehicles) as 
necessary to maintain areas of the Property outside of the Freight 
Easement Property that arc not otherwise reasonably accessible. 
The Commission shall defend, indemnify and hold Sieira, its 
officers, directors, employees, and agents, han-nless from and 
against LosS arising from injuries to or death of tlie Comrnisbjion's 
officers, directors, employees, agents, invitees, and contractors 
relating to such inspections, regardless of the cause ot such 
injuries, death, or damage and regardless of the negligence of any 
person, except to the extent caused by the willful misconduct or 
gross negligence of Sieira, its employees, or agents, 'fhe 
Commi.ssion shall ensure that any of its officers, directors, 
employees, agents, invitees, and contractors i:ivolved in such 
inspections arc trained in all safety requirements and qualified for 
any operations related to work conducted on or near railroad 
operations 

3.3 Future .At-Gradc Crossings. The parties acknowledge that (i) local 
governments may desire lo create future at-grade public crossings 
ol"the Freight Easement Property, and (ii) the .Aptos Village Plan. 
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daled February 23, 2010, .specifically includes a future at-grade 
roadway crossing of the Freight Easement Property al 
approximately Milepost 12 55 Sierra shall, at no cost or expense 
lo itself, cooperate with the efforts of any applicable local 
governments to secure PUC approval of such crossings; provided, 
however, that Sierra shall be entitled to raise any reasonable safety 
concems related to such crossings 'The fees and costs associated 
with the consiaiclion, maintenance, and repair of such crossings 
shall be sel either by agreement between Sieira and the applicable 
local govemment (which agieement shall become a Sierra 
Agieement under Secfions 4.2 and 4 3). or by fhe PL'C pursuani lo 
Public LItilifies Code Section 1202, et .'ieq. 

4. .As.signment of certain Contracts and Agreements 

4 1. Pursuant to the .Assignment and Assumption .Agreement dated as 
of December 18, 2009, Union Pacific assigned to Sierra certain 
agreements conceming ihe operation of the Railroad Facilities, 
including all track agreements, grade crossing agreements, and 
other operating agreements set forth in Exhibit C hereto (all such 
agreements hereinafter referred to as the "Sierra Agreements"). 
Upon close of escrow under the Purchase tmd Sale .Agreement. 
Union Pacific will assign to the Commission all other agreements 
r-elating to the Property, including all easements, licenses, iind 
leases (all such agreements hereinafter referred to as the 
"Commission .Agreements"'). 

4.2. Subject to I'ne provisions of Section 2.3... which jjrohibil inatej-ial 
interference wit'i Siena's Frcidit Service rights aj[jiJ obligaiions 
Liiider federal_ j w . unless first approved by thc_STB. Am-an_v;̂ new 
Sierra .Agreement is subject to the Commission's prior written 
consent and is to be documented by Sieira using fomis approved 
by the Commission, which forms shall, among other ihings, 
include provisions indemnifying the Commission and holding it 
hamiless from any Loss in connection with the exercise of righis 
under such agreerrienis, and ihe construction, .maintenance, or 
operation, of any f"acililies constructed in connection with such 
agreements 

4 3 In addition to the general consent requirement of Section 4 2. 
Sierra is not, wilhoul the Commission's prior written consent 
Lsobjett lO-.tJv-l provisions of Section 2.3. whichjarohLbit niaieL.al 
interference v-̂ ith Sieira"s_ Freight Service ^idits aiid o^lgitions 
under federal law, unless first approved bv the STB), to execute 
any new Sierra Agieemenis alTecting the F.-eight Fasenient 
Property or Railroad Facilities for a term exceeding the ter"m of llirs 
agreement. 
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4 4 Sierra is not, vv-ithout the Commission"s prior wnnen consent, to 
teiminatc or modify any Sierra .Agreement. 

Maintenance and Operation of Railroad Facilities 

5.1 Initial Rehabilitation and Repair Projects. The (.'ommission may, 
subject to the Commission's contracting [Xtlicies, rules, and 
procedures and to the lemis of this agreement, including Section 
6.1. perfonn any rehabilitation of, or repairs to, the Railroad 
Facilities required to be performed under the terms ofthe Purchase 
and Sale .Agreement. 

<; ^ Maintenance of Freight Easement Propertv and Railroad Facilities. 

5.2.1 Freight Easement Property and Railroad Facilities. Sierra, 
at its expense, shall keep the Freight fiascment Property 
and Railroad Facilities used by Sien-a (including occasional 
use, or use for rail car storage or lay down space) in good 
repair and in a good and safe condition in conformity with 
applicable law or any Sierra Agreement. 

5.2 2. Weeds. "rra.sh. Drainage and Graffiti. The parties agree that 
Sierra shall be responsible for: (i) drainage and culvert 
maintenance and clearance on the Piopertv unless a third 
person or entity is contractually responsible for such 
maintenance and clearance, and (ii) weed abaicment, 
vegetation management, and trash collection over the 
Freight Easemeni Property as required by applicable law. 
The Commission grants Sierra a license to enter all 
portions of the Property as necessary to perform such 
maintenance: Sierra shall be required to repair any damage 
caused as the result of Sienra's perfomiance of any such 
maintenance. E.xcept as required by applicable lavv. Sierra 
shall not be responsible for the prevention, removal, or 
abatement of graffiti wheresoever it may occur. Sierra shall 
also not be responsible for drainage maintenance, weed 
abatement, vegetation management, or trash collection 
related to any construction by ihc Commission (e.xcept for 
Railroad Facilifies that Sierra is entitled to use), or 
necessitated by the actions of any third party authorized by 
the Commission to be on the Property, or related to any 
actions, omissions, or situations off or outside of ihe 
Properly 

5.2 3 Slopes, "frees imd Other Condition-, outside of Freiahl 
Easement Propertv Sierra may, at its option, enter portions 
of the Property outside the Freight Easement Propertv to 
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maintain or lepair slopes, clear fallen trees and bianches, or 
address other conditions, as necessary to ensure the safety 
of Sierra's operations. The Commission grants Sierra a 
license to enter all portions ofthe Property as necessary to 
perfonn such work. Sierra shall be required to repair any 
dajnage caused as the result of Sieira's perfonnance of any 
such maintenance The Commission shall have no liability 
to Sierra for maintenance of portions ot the Property 
outside of the Freight Easement Property and Sierra's 
exclusive remedies for damage to the Freight Easem.ent 
Property or Railroad Facilities shall be limited to those sel 
forth in Sections 5.5.3 and 8.3. However, this section shall 
not apply to any claims thai result from the sole active 
negligence or willful misconduct ofthe Commission or its 
officers, directors, employees, agents, contractors, or a 
third party under contract with the Commission, in which 
case Sierra's exclusive remedies arc tho.se set forth in 
Section 2.7S.2. 8.3 and 14.2. 

5.2.4. Scope of Maintenance. For puq-jo.ses of thi.s section 5.2. the 
maintenance and repairs to be perfonned by Sierra include, 
as required by applicable law. la) inspections, testing, track 
profiling, adjustments, lubricating, welding, re-spiking 
suri'acing. tamping, and any other tasks constituting 
customary and routine maintenance of track structures; ib) 
repair, renewal, replacement, or other customary and 
routine work required to ensure the safety of Railroad 
Facilities, including compliance with any applicable badge 
safety management program regulations that may be 
promulgated by the Secretary of Transportation pursuant to 
Public Lavv 110-432. Section 417, including the regulations 
set forth in 49 CFR Part 237; (c) vveed and brush control 
and drainage management, and (d) compliance with all 
mandated reporting. Sierra shall not be in default under this 
agreement if it does not perform lie replacement programs 
or upgrades of rail, switches, bndges, or other track 
material provided that (e) Sierra's failure to perfonn such 
replacement programs or upgrades does not violate 
applicable law or Sierra's .specific maintenance obligations 
under this agreement, and (t) Sierra uses reasonable 
diligence to seek outside funding sources for such work. 
The Commission shall have no responsibility to maintain 
the t-ackage, structures, or any other Railroad Facilities. 

5.2 5 Concurrently with the execution of fhis agreement and 
deposit into escrow, both parties shall execute and deliver 
to the FRA a wntten notice of the assignment of track 
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in.spection and maintenance responsibilities, and bridge 
safely management responsibilities, to Sierra in accordance 
with 49 CFR § 213.5(c) and 49 CFR § 237 3. The notice of 
assignment shall attach a copy of this agreement. 

5.2 6. Limits of Commission Liability-. Notwithstanding ihe 
limitations on the Commi.ssion's maintenance 
responsibilifies .set forth in Section 5.2, the Commi.ssion 
shall be responsible for the maintenance of any 
improvement it constracts on any portion of the Property. 
.As used in this subsection, the tenn "improvement" 
excludes improvements made to the Railroad Facilities, 
unless such improvement is made al the request ofa third-
party, in which case such third-party shall be responsible 
for the incremental increase in the maintenance cost 
thereof. Notwilhslanding the t'bregoing, maintenance 
responsibility for improvements to public crossings shall be 
govemed by the provisions of Section 3 3 

5.3 Ownership of Track Materials. .All track materials installed by 
Sierra as part of the Railroad Facilities shall be of equal or better 
quality than those track materials existing at the time of execution 
of this agreement, or after completion of rehabilitation and repair 
projects by fhe Commission, including tlie projects described in 
Secfion 5.1, and shall become the Commission's property. .All 
materials removed by Sierra from the Railroad Facilities and 
replaced as part of maintenance, repairs, or capital improvements 
shall, if the decision to remove them was Sieaa's, become the 
property of Sierra. Sierra shall not. without the prior wrirten 
approval of Commission, remove track materials or other 
improvements from the Property unless they are replaced as 
provided in this section. Sierra shall keep a written record of track 
materials and other improvements removed from, oi installed 
upon, the Property and shall provide an updated copy ofthe record 
to the Cominission on or before the end of each calendar quarter. 

5 A Clearing of Obstructions. Derailments, and Wrecks. Sieira shall as 
soon as practicable clear any obstructions, derailments, and wrecks 
of railroad equipment or Railroad Facilities. 

5.4.1. fo the extent that any such obstruction, derailment, or 
wreck damages the Property, Sien-a shall as soon as 
practicable restore the Property to the condition it was in 
prior lo the obstrucfion, derailment, or wreck. 

5 4.2. If Sierra fails to comply with the provisions of this section, 
the Commission may perform the required action and 
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charge Sierra the reasonable cost thereof Nol'vvithstanding 
the foregoing, the Commission shall not charge Sierra for 
the restoration of any damage caused by any third party lo 
any bridge or if in the Commission's reasonable judgment, 
such damage does not expose the Commission to potential 
liability lo the FR^A, PUC, or any other third party, and 
either (A) such damage does not obstruct or interfere with 
any roadway or other property or facility used by the 
Commission or another third parly, or (B) Sierra abandons 
the subject portion ofthe Property undei Section 8.3. In 
addition, the Commission shall not charge Sierra for the 
restoration of any damage caused by the Comm.ission's 
coniraciors, or any third party granted access to the 
Property by specific agreement with the Commission. 

5.4.3. Nothing in this section is intended to preclude legal action 
by Sierra or the Commission against any third party 
causing such obstmction, derailment, or wreck 

5.5. Responsibility for Repair or Replacement. 

5.5.1. Damage Caused bv Freight Operations. Except as 
otherwise set forth in this agreemeni. Sierra vvill be 
respon.sible to repair or replace any damage to the Freight 
Easement Property- or Railroad Facilities caused by. or 
related to. Sierra's operations. 

5.5.2. Damage Caused, by Commission. Sierra will not be 
responsible lo repair or replace any damage to the Treight 
Easement Propeny or Railroad Facilities caused by the 
Commission, its officers, directors, employees, agents, or 
contractors. 

5.5.3. Damage Caused bv .Acts of God or Other Factors bevond 
Sierra's Control. If any portion ofthe Freight Easement 
Property or ihc Railroad Facilities are damaged or 
destroyed by flood, fire, civil disturbance, earthquake, earth 
movement, slonn, sabotage, act of God, terrorism, accident 
or any other event beyond Sierra's reasonable control, 
including damage or destruction caused by third parties, 
even if said damage or destruction originates ouiside ofthe 
Freight Easen-ient Property, then Sierra may. but shall not 
be required to, at no cost or expense to the Comm.ission. (a) 
repair, or cause to be repaired, the damaged or destroyed 
portion of ihe Railioad 1-aciIities, (b) repl.-ice, or cause to be 
replaced, such portion of ihe Freight Easement Property or 
the Railroad Facilities: or (c) see"i< to abandon fourist 
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Service or Freight Service over till or such portion of the 
Property as Sierra deems appropriate as sel forth in Section 
8.3. 

6. Construction, Rclucation, nr Removal of Railroad Facilities 

6 1. Bv the Commission. 

6.1.1. The license herein granted is subject to the Commission's 
needs and requirements to improve and use the Property. 
Subject to Sierra's rights under this agreemeni, the 
Commission, al its sole cost and expense, may add to or 
remove any portion ofthe Railroad Facilities, or change or 
relocate them fo new locations as reasonably designated by 
the Commission, whenever, in the furtherance of the 
Commission's needs and requirements, the Commission 
finds such action to be necessary. 

6.1.2. In the course of pert'orming such work, the Commission 
may not materially reduce, or otherwi.se materially 
interfere with. Sierra's rights and operations under this 
agreement or Sierra's Freight Service righis and 
obligations under federal law (unless first approved by the 
S'fB). The Commission shall to the extent possible notify 
Sierra as soon as practicable of any such planned or actual 
interference and take all practicable measures to minimize 
any such interference. 

6.1.3 Sierra shall in such cases provide the Commission with a 
fixed-price quote for performing any related vvork, and the 
Commission shall have the option of accepting Sierra's 
quote and having Sierra perform the vvork, performing the 
work itself, or having another qualified rail contractor 
perfonn such work. If fhe Commission selects a third-pany 
contractor, the contractor shall execute Sieira's Right of 
Entry Agreement (a copy of which is allached as Fxhibil 
O) 

6.1.4 The Commission shall have llie nght to salvage, stockpile, 
or otherwise dispose of any Railroad Facilities removed 
pursuant to this section, provided, however, that if the 
removed Railroad Facilities ai-e reusable elsewhere on the 
Freight Easement Property, then Sierra shall have the right 
to so reuse them. Any Railroad Facilities not so reused on 
the Fre'ght Easement Property shall be returned to the 
Commission upon expiration or temiinafion ot" tins 
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agreement and may not be sold to third parties or used 
elsewhere. 

6.1.5. .Ali such work performed, and any iiistallafion of Railroad 
Facilities, shall be in conformance with all applicable laws. 
If the Commission relocates any portion ofthe tracks used 
for Freight Service, the centerline ofthe Freight Easemeni 
Property- .shall, upon completion ofthe relocation work, be 
deemed to have been modified lo coincide with the 
centerline ofthe realigned tracks. 

6.2. By Sierra. Sierra may, al its cost and expense, modify or improve 
the Freight Easement Property and Railroad Faciliiies as needed lo 
accommodate its Freight Service or Tourist Seivice; provided, 
however, that Sierra first obtains the Commission's writien 
approval of Sierra's plans for such modrfications and 
iinprovementSs ĵiLbieiLU IQ -ihfi provisions of Section 2.3. vv.iich 
limliibil, material intexfeign.Qe with Sierra's Freieht Service rights 
and obligations unc.er lederallavy. unless fiisl api2ui>ed by the 
ST"B:—vvb-ieb—rfj>pFttva";- may--be—-granted or - wuhhciid in—ibtr 
Coniini:.t;ion"5—so-le- and—ah:iolu(o—di-icreiion. Siibiect to die 
prcivi.sioJlii.i;fScc.Uoo.2.3..vvh.icli.pi-oliiblLmdle.rJia.l inteiference wilh 
Sien-a's r-'ieiaht Service rights and obheaiions underjjgcjeral jaw, 
unless J j /s t aonroved bv the _.S.TD..̂ ,Sierra's modification or 
impiovement of the Freight Easement Property and Railroad 
Facilities will be coordinated may not inteifeie w;th oi impede any 
existing or fumre legal public uses of the Property that the 
Commission may authorize. Sierra may, upon the termination of 
this agreement or upon the abandonment of any applicable section 
of the Freight Easement Property or portion of the Railroad 
Facilities, remove any modifications or improvements to such 
Freight Easement Property ĉ r Railroad Facilities that were paid fbr 
by Sien-a, that do noi constitute any repair or replacement to such 
Freight Easement Property or Railroad Facilities, and tliat have not 
become fixtures to such Freight Easement Property or Railn>ad 
Faciliiies. 

6.3 1 he Commission undeisiands that Sierra requires locations outside 
CiLlb^beight La.scmenl J*ri.'peitv at which to store and maintain 
equipment and materials necessary for Sierra's Freight Operations 
including a locomotive p.l. T'he parties agree that Sierra may store 
equipment and materials al the location knovvn as Wnglev's. 
located between Swift Street and Natur-al Bndges Drive at or about 
Milepost 21.5. The pEulics agree that Sierra will need to identify 
and construct additional maintenance and storage locations on the 
Property, which Sierra may do as needed, subject to applicable law 
and the Commission's prior wntten consent. fsiLbiej:! to the 
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piovisions of Section..2;3, yyjnclipi'ohibit matenai intci-terene;̂ e with 
Sierra's Freight Service rights and obligations under federal law 
unless first approved bj the STB)r 

6.4. 'The terms, conditions, and stipulations expressed in this agreement 
as to the Freight Easement Property and Railroad Facilities shall 
apply 10 the Freight Easement Property and Railroad Facilities as 
they may at any time be expanded, added to, modified, changed, or 
relocated. 

7. License Fees 

7.1. For consideration of the rights granted under this agreement. Sierra 
shall pay the Commission the following fees as calculated on a 
quarterly basis: 

7.1.1. Freight Scrvjcc-

7.1.1 1. First 500 carloads per quarter. SO.OO, 

7.1.1.2. .Any additional carloads per quarter: 5% of 
Sierra's handling revenue for such carloads. 

7 1 1.3. Storage: $ 1.00 per day per car in storage. 

7 1 2. Temporary Use of Lavdowri Space Sierra may from time 
to time make anangements with a tempoiaiy shipper by rail 
for the use ot otherwise unused laydown space (open space 
k'''-lf'i'.d£=-.Sf tlic F-rei.i;lit. Eascm.e.ui_P.iORCrt.v..next to railroad 
track). The parties agree that Sierra will need to identify 
such temporary laydown locations on the Property, which 
Sierra may do as needed, subject to applicable law and the 
Commission's prior writien consent Sierra shall also notify 
the Commission ofthe expected duration of each such use. 
ff .subsequently the Commission reasonably objects to any 
specific use of laydown space by Sierra or its shipper, the 
Commtssion will make ay.iila^ble an alternative iaydovvii 
location reasonably accei.Ma!']e toSierra. and Sierra shall as 
.soon as practicable discontinue that use of such laydown 
space and move io.ll).e .iltemntive lavdowii location. Sierra 
.shall, in addition to the license fees set forth above, pay the 
Commi.ssion 20% of all revenue (if any) received by Sierra 
"ny such .shippers for such use of such laydown space 

7 13. Tourist Service: $1.00 per passenger. 
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7.2. Sieira shall, on or before the last day of the month following the 
end of each calendar quarter, determine the amounts payable fo the 
Commission arising from the preceding calendar quarter and shall 
provide the Commission whh a statement describing all amounts 
due the Commission during the quarter. Sierra shall also, upon 
reasonable request from the Commission, make available fbr 
inspection and copying all documents and receipts upon which 
such fees are based 

7.3. Sierra shall, on or before Januar)' 31 of each calendar year, pay the 
Commission all amounts due the Commission for the prior four 
calendar quarters. 

8. Term and Termination 

8.1. This agreement shall become effective when fully executed and 
delivered to the parties in accordance with Section 27 4. and shall 
continue in full force and effect for a period of 10 yeais unless 
otherwise terminated as provided herein. 

8.2 If (i) Sierra does not regularly use the Freight .Seivice or Tourist 
Service rights in accordance with ihe plan approved by the 
Commission (other than railcar storage rights) herein granted over 
any segment of ihe Freight Ea.semenl Property, or the Railroad 
Faciliiies on such segment, fbr a period of one vear without the 
Commission's prior written approval, or (ii) Sierra remains in 
default in its performance of any covenant or agreement contained 
herein for a period of 30 da>s after written notice from the 
Commission to Sienra specifying such default, the Commission 
mav', at its option, forthwith terminate this agreement by written 
notice, providec however, that if such default cannot reasonably be 
cured within 30 days after such notice, the Commission may not 
terminate this agreement provided that Sierra begins to cure the 
default within the 30-day notice period and proceeds diligently to 
complete such cure Upon expiration or termination of this 
agreement by either party. Sierra shall proceed to abandon Freight 
Service in accordance vvith section 8.3, . provided, that no 
expiration or termination of this agreement shail be efiective 
unlesi- and until the _STli.h.a<:.ap.prov.ed such abandonmenl. As 
used in this Section 8.2, the term "regularly u.se" means revenue 
tram operations for either Freight Service or Tounst Service 
consisting ofa minimun-i of 40 freight cars per year, or 15,000 
passengers per year (beginning with the third year following the 
effective dale of this agreement), as applicable. 

8.2.1. The parties recognize that theie arc currently little or no 
revenue train operations on the freight Easement Property 
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or Railroad Facilities and that it may take time for Sierra to 
develop such operations, if they can be developed. The 
Commission thus agrees that it shall not terminate this 
agreement due to the lack of any such revenue train 
operations for a period of three years from the eftective 
date of this agieement 

8.2.2. The Commission also agrees that it sl\a]l not temiinate this 
agreement due lo Sierra's failure to use the rights herein 
granted vvith respect to any .segment of the Freight 
Casement Property or Railroad Facilities that is necessary 
to support any Freight Service or 'Tourist Service over any 
regulariy-used portion of the Freight Easement Property-
north of any unused segment. 

8.3. Abandonment. 

8.3 1. Sierra may at any Ume. in its sole and absolute discretion, 
immediately and vvithout any liability to the Commission: 
(a) abandon Tourist Service over all or such portion of fic 
Property as Sierra deems appropriate, and (b) seek SIB 
approval to abandon Freight Service over all or such 
poition ofthe Property as Sierra deems appropnate. In the 
event that Sierra seeks lo abandon Freight Service, Sierra 
shall provide the Commission with 90 days advance notice 
of Sierra's intention and shall, at no cost to Sierra, 
cooperate with the Commission's efforts to take upon itself 
all F'reighl Service operations relating lo the Property, to 
appoint another person or entity to do so. or to rail bank 
any portion of the Property as to which Sierra intends to 
abandon Freight Service. Nothing in this agreement is 
intended by the parties to limit these rights on the part of 
Sierra and the Commission agrees that it will cooperate 
w-ith Sien-a in Sierra's efforts to so abandon any Tourist 
Service or Freight Service. Xiuuch abandoniTient. Iranst'ei 
of Freight Serv ice operations, or rail baokiniL. shaJLbc 
effective unless,and until the STB has issued its approval 
thereof In addilion. this a-ireement shall i\ot tennir.ate w.th 
i-especi to.aiLor.aiiv_partion ofthe Jiij:2erlvjuLes.- .̂iuidj.mfii 
the S f I'̂ Jias issued such appr-pv al 

8.3.2. .Any abandonment proceedings instituted by Sierra shall 
comply with the abandonment provisions set forth in the 
Freight Easement, including fhe railbanking/'OF.A 
pro\'isions thereof 
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8.3.3 fo the extent fhe S I H .'gipi-ovesabandonmejn of tbat-Sieea 
abaHdens-Freighl Service over all or any part ofthe Freight 
Easement Property or Railroad Facilities, this agreement 
and any other righis and obligations of Sierra to the 
Commission, shall, at the time of consumumation of such 
abandonment, teniiinate with respect to any abandoned 
portions of the Freight Easement Property and Railroad 
Facilities. Upon the effective date of such abandonment. 
Sierra shall, if so requested by the Commission, (i) assign 
to the Commission any Sierra .Agreements affecting the 
abandoned ix)rtions ofthe Freight Easement Property and 
Railroad Facilities, (li) quitclaim the abandoned portion of 
the Freight Easement to the Commission, and (iii) execine 
any additional documents reasonably necessary lo 
effccluaie the purpose and intent of this agreement. 

8.4. All obligations incurred by the parties prior to the tem-iination of 
this agreement shall be preserved until satisfied. Notwithstanding 
the foregoing, if Sieira tenninates this agreement as to any portion 
of the Freight Easement Property or Railroad Facilities after 
damage lo the .same by any third party, or -jecause the cost to 
maintain, repair, or replace the same is not economical. Sierra shall 
thereafter have no liability to the Commission for the co.st to 
perform anv related obligations. 

8.5 Upon the effective date of tcn-nination of this agreemeni. Sierra 
shall, if so requested by tlie Commission, (i) assign to the 
Commission all Sierra .Agreements, (li) quitclaim the Freight 
Easement to the Commission, and (iii) execute any additional 
documents reasonably necessary to effectuate the purpose and 
intent of this agreement. 

9. Insurance. Sierra and the C'ommission shall obtain the insurance set forth 
below, to be ;<ept in force during the 'ife of this agreement. .All insurance 
policies must be written by a reputable insurance company reasonably 
acceptable to the Commis.sion. or with a current Best's Insurance Guide 
Rating of .A- and Class Vll or better, and authorized to do business in 
California. The limits of insurance coverage required under this section 
shail be increased every :ive years during the tenn hereof and any 
extended term based on any increases or decreases in the Producer Price 
Index, or any successor index. 

9.1. Siena Insurance Sierra shall, at its own cost and expense, provide 
and procure Commercial General Liability ("CGL") and, as 
applicable, Workjnan's Compensation or Federal Employer"s 
Liability Acl ("FELA"'). insurance. 
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9.1.1. The CGL insurance policy providing bodily injury, 
including death, personal injury and property damage 
coverage shall have a limit of not less than $25 million 
each occurrence and an aggregate limit of not less than S50 
million. The self-insured retention may not exceed 
S 100,000 (as that value is periodically adjusted by the 
Consumer Price Index from and after the effective date ot" 
this agreement).) The CGL insurance policy must be 
written on ISO occurrence fbim CCi 00 01 12 04 or a 
substitute form providing reasonably equivalent coverage. 
This insurance shall contain broad form contractual liability 
covering the indemnity provisions contained in this 
agreement, coverage for lailroad operations, and coverage 
for construction or demolition work on or near railroad 
tracks. Prior to the execufion of this agreement. Sierra shall 
provide the Commission with a certificate of insurance on a 
standard ACORD form, or other form reasonably 
acceptable to the Commission, substantiating the required 
coverages and limits set fo.rth herein Upon request by the 
Commission, Sierra shall inimediately furnish a complete 
copy of any policy required hereunder, including all 
endorsements, with said copy certified by the insurance 
company to be a true and correct copy of the original 
policy. 

9.1 2. T'he CGL insurance policy must include the Commission as 
an "additional ni.sured" (using ISO Addifional Insured 
Endorsement CG 20 26 or a substitute fbrm reasonably 
acceptable to the Commission providing reasonably 
equivalent coverage). 

9.1.3. Req.uired Provisions: The CGL insurance policy shall 
contain, or be endorsed to contain, the following 
provisions: 

'5.1.3.1 For any claims related to this agreement, Sieira's 
insurance coverage shall be pnmary insurance as 
respects the Commission, its directors, ofTicers, 
employees, and agents and any insurance or self-
insurance maintained by the Commission, its 
directois, olTicers, employees, oi agents, shall be in 
excess of Sierra's insurance and shall rot 
contnbutc to it. However, this section shall nol 
apply to any claims that result from fhe sole 
negligence or willful misconduct of the 
Commission or its officers, directors, employees, 
agents, or invitees; as to any such claim, the 
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Commission's insurance shall be primary and any 
insurance or self-insurance maintained by Sierra, 
its directors, officers, employees, or agents, shall 
be in excess of Commission's insurance and shall 
not contribute to it. 

9.1 3.2. .Any failure by Sierra to comply with reporting or 
other provisions ofthe policies, including breaches 
of warranties, shall not affect coverage provided to 
the Commission, its directors, otTiccrs, employees, 
or agents. 

9.1.3.3. Sierra's insurance shall apply separately to each 
insured against whom claim is made or suit is 
brought, except with respect to the limits of the 
insurer's liability 

9.1.3.4. Each insurance policy required by this agreement 
shall be endorsed to state that coverage shall not be 
suspended, voided, canceled, reduced in coverage 
or in limits except after 30 days' prior written 
notice by certified mail, retum receipt requested, 
has been given to the Commission. 

9 1.4. Workers' Compensafion or FELA insurance shall cover 
any statutory liability as determined to be applicable by the 
compensation laws ofthe State of Califomia or FEL.A, as 
applicable, vvith a limit of at least $1 million. 

9.1 5. "fhe fact that insurance is obtained by Sierra or by the 
Commission on behalf of Sierra will not be deemed to 
release or diminish Sierra's liabilily, including liability 
under the indemnity provisions of this agreement Damages 
recoverable by the ("ommission from Sierra or any third 
party will not be limited by the amounl of the required 
insurance coverage. 

9.2. Commission Insurance: The Commission shall, at its own cost and 
expense, provide and procure such Commercial General Liability 
i"'(JGL'') and Workman's Compensation in.surance as it deems 
necessary to cover its obligations under this agreement. 

10. Notices. All correspondence, notices, and other papers shall be delivered 
either in person or by certified or registercd mail, postage prepaid, to the 
parties hereto at the following addresses: 

If to Sierra President 
Siena .Northern Railway 
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341 Industrial Way 
Woodland, CA 95616 
Fax:5.30-666-2919 

If to Commission: Executive Direcior 
Santa Cruz County Regional Transportation 
Commission 
1523 Pacific Avenue 
Santa Cruz. CA 95060 
Fax:831-460-3215 

11. Coordination Committee 

11.1. In order to ensure the safety and efilciency of all operations on the 
Property, the parties shall establish a Coordinafion Committee. 
The Coordination Committee shall be composed of two 
representatives from each party (and any other persons or entities 
as the parties may mutually agree) and shall (a) serve as a forum to 
coordinate the parties' activities and resolve questions or disputes 
(but only to the extent the parties' representatives have been so 
authorized), and (b) be responsible to make reconimendations to 
the parties. The Coordination Committee shall meet on a regular 
schedule to be determined by the parties, but may be convened for 
special meetings by either party upon 10 days written notice to fhe 
other party. Following each meeting, fhe Coordination Committee 
shall deliver wntten minutes of such meeting to Sierra .ind the 
Commission. 

12. Claims and Liens for Labor and .Material 

12.1. Sierra agrees lo pay in full for all materials joined or alTixed to the 
Property, to pay in full all persons who perform labor upon the 
Property, and not to permit or suffer any nr.echanic's or 
materialman's lien of any kind or nature to be enforced against the 
Property, as to any work done or materials f"umished thereon by 
Sierra or at Sierra's request. Sierra .shall indemnif"y, hold ham-ilcss 
and defend Commission (with counsel reasonably acceptable lo 
Commission) against and from any and all liens, claims, demands, 
cosls and expenses of whatsoever nature in any way connected 
with or growing out of such work done, labor performed or 
matenals furnished. 

13. Property Taxes 

13.1 So far as il lawfully may do so, the Commission shall assume, 
bear, and pay all properly and other taxes and assessments of 
whatsoever nature or kind (whether general, local, or special) 
levied or assessed upon or against the Property, excepting taxes 
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levied upon and against any Freight Easement Properly or Railroad 
Facilities Sierra shall assume, bear, and pay all property and other 
taxes and assessments of whatsoever nature or kind (whether 
general, local, or special) levied or assessed upon or again.st anv 
Freight Easemeni Property or Railroad Facilities, including 
pos.ses.sory interest taxes under California Revenue and Taxciiion 
Code .section 107 et seq . unless applicable law otherwise excuses 
payment of laxes due to the Commission's ownership of the 
Property, the Fr-eighl Easemeni Property, or the Railroad Facilities 

14. Indemnity' 

14.1. Siena shall indemnify, defend and hold ham-iless ihe Ciiommission 
from any Loss which is due to or arises fi-om: (a) Sierra's 
operation, maintenance, repair, oi u.sc of the Freight Easement 
Property, Railroad Facilities, any appurtenances thereto, or any 
part thereof; (b) Sierra's provision of Freight Service or Tourist 
Service; or (c) Sierra's failure to comply with or perfoim anv of 
the terms and conditions set forth in fhis agreement; except to the 
extent thai the Loss is caused by the sole negligence or willful 
misconduct ofthe Commission, ifs officers, agents, or employees, 
or a breach of an express material warranty of the Commission, 
"fhe provisions of this section shall survive the tei-mination or 
expiration ot the term of this agreement. 

14.2. The Commission shall indemnify-, defend and hold harmless Sierra 
Irom any Loss which is due to or arises from the sole negligence or 
willful misconduct of the Commission, ifs officers, agents, 
employees, and contractors. For purpo.ses of this Section 14 2 onlv. 
the term "I oss" is 'imiled to any loss, damage, claim, demand, 
action, cause of action, penally, fine, payment, cost, liability, or 
expense of whatsoever nature, including court costs and reasonable 
attorneys' fees, lesulting from or related to: (a) any injurv' to or 
death of any person, including officers, agents, and employees of 
the Commission or Sierra; or (b) damage lo or loss or destruction 
of Siena's equipment, rolling slock and any items being 
transported on behalf of Siena's customers .Any Loss related lo 
damage lo or destruction of the Freight basement Property or 
Railroad Facilities is subiect to the provisions of Section 2.?8. The 
provisions of this section shall survive the termination or 
expiration ofthe temi of this agrcemenl 

15. Removal of Sierra Kquipment, Personnel, and Property upon 
Termination of .Agreement Pnor to. or upon, the termination of this 
agreement. Sierra shall, al its sole expense, remove its equipment, 
personnel, and other property from the Freight Easemeni Property and 
Railroad Facilities and shall restore, lo the Commission's reasonable 
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satisfaction, such portions of the Freight Easement Property and Railroad 
Facilities used by Sierra to as good a condition as they were in at the 
beginning ot this agreement or after the completion of rehabilitation and 
repairs by the Commission, including the projects .specified in Section 5.1, 
excepting nonnal wear and tear. If Sierra fails fo do the foregoing, the 
Cominission may do such work at the cost and expense of Sierra. Siena 
may not remove any property, including the Railroad Facilities, that is or 
becomes the property ofthe Commission under this agreement. 

16 Hazardous Substances and Wastes 

16.1. Sierra shall not be liable or responsible for any Hazardous 
Materials present on, in, or under the Property, or other problems 
relating lo the Property, prior to December 31, 2009, which is the 
commencement date of its operations under us lease agreement 
vvith Union Pacific Railroad, except to the extent Sierra's activities 
exacerbate the contamination of any such pre-existing Hazardous 
Materials. 

16 2 Sieira shall comply with all applicable laws in its occupancy, 
operation, and maintenance ofthe Freight Easement Property and 
Railroad Facilities. Without first obtaining the Commission's 
written permission (which may be withheld in the Commission's 
sole reasonable discretion). Sierra shall not treat or dispose of 
Hazardous Materials on the Freight Easement Property or Railroad 
Facilities. Sierra shall not release any I lazardous .Vlalerials on or at 
the Freight Easemeni Property or Railroad Facilities, including 
through any drainage or sewer systems. Sierra assumes all 
responsibility for the investigation and cleanup of any such release 
or exacerbation by Sierra and shall indemnify, defend, and hold 
harmless the Commission and its property, its officers, agents, and 
employees, fbr all costs, including reasonable environmental 
consultant and reasonable attorneys' fees, and claims resulting 
from or associated with any such release or exaceibation by Sierta 
Sierra shall assume all responsibility for and shall indemnity, 
defend, and hold hariiless Commission against all costs and claims 
associated with a release or leak of Hazardous Matenals, or 
exacerbation of pre-existing Hazardous Materials, occurring 
between December 31. 2009, and the expiration or sooner 
temiination of this agreement, and related to Sierra's use of tile 
Freight Easement Property and Railroad Facilities, unless such 
event was caused by the sole negligence or willfiil misconduct of 
the Commission, its officers, employees, or agents. 

16.3. Sierra shall not install any above-ground or underground storage 
tanks without the Commission's prior written con.sent, which 
con.sent may be granted or withheld in Commission's sole and 
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absolute discretion. If such consent is granted. Sierra shall obtain 
any necessary permits, notify the proper authorities, and provide 
the Commission with copies of any such permits and notifications. 
Sierra shall assume all responsibility for and shall indemnify, 
defend, and hold hairnless the Commission again.st all costs and 
claims associated witli a release oi leak of the contents of any such 
tank occurring betvveen December 31, 2009. and the expiration or 
termination of this agreement, unless such event was caused by the 
sole negligence or willful misconduct of the Commission, its 
officers, employees, or agents. 

16.4 The Commission understands and acknowledges that the regular 
operation and maintenance of railroad equipment aiid tracks 
involve the storage, use, and release of de minimus amounts of 
Hazardous Materials, including petroleum products, creosote, and 
chromated copper arsenate. The Commission agrees that Sierra 
shall not be liable or responsible for the de minimus release of any 
such Hazardous Materials, unless (i) such release violates 
applicable law, or (ii) the Commission is otherwise entitled to 
defense and indemnity under Section 14 1. 

16.5. If Sierra knows, or has reasonable cause to believe, that any 
Hazardous .Materials have come to be located under or about the 
Freight Easement Property or Railroad Facilities, other than as 
specifically provided herein or as previously consented to in 
writing by the Commission, Sierra shall immediately give the 
Comi-nLssion written notice thereof, togethei with a copy of any 
statement, report, notice, registration, application, permit, business 
plan, licen.se, claim, action, or proceeding given to or received 
from any governmental authority or private pany conceming the 
presence, spill, release, discharge of, or exposure to, such 
Hazaidous Materials. 

16 6 This Section 16 shall continue in full f"orce and effect regardless of 
whether this agreemeni is terminated pursuant to any othei 
piovi.sion or the Freight Fiasement Piopertv and Railroad Facilities 
aie abandoned and vacated by Sierra. 

17. Trespassers and Dangerous Conditions. Sierra shall not be required to 
take any action or incur any expense (including posting signage or 
warnings, providing fencing or other security) as to or against trespassers 
on the Property, or invitees of the Commission, other than to promptly 
notifS local law enforcement and the Commission conceming any 
trespassers observed on the Property by Sierra personnel. If Sierra 
becomes aware of any dangerous conditions on or about the Property, 
Sierra shall promptly notify- the Commission of such conditions. 
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18. Waivers. The failure of either party hereto to enforce any of the 
provisions of this agreement, or to enforce any right or option which is 
herein provided, shall in no way be construed to be a waiver of such 
provision(s) as to the future, nor in any way to affect the validity of tliis 
agreement or any part hereof, or the right of either party to thereafter 
enforce each and every such provision and lo exercise iiny such right or 
option. No waiver of any breach of this agreement shall be held to be a 
waiver of"any other or subsequent breach. 

19. Consent. Unless expressly provided to the contrary elsewhere in this 
agreement, w-henever the consent, approval, judgment, or determination 
(collectively, "consent") of a party is required or permitted under this 
agreement, the consenting party shall exercise good faith and reasonable 
judgment in granfing or withholding such consent.No party may 
unreasonably withhold or delay its consent; consent shall be deemed to 
have been wiihheld if a party fails to consent to the other party within 30 
days of having been given written notice ofthe other party's intention to 
lake any action as to which consent is required or permitted 

20. Non-binding Mediation 

20.1. If at any time a question or controversy shall arise betvveen the 
parties hereto in connecfion with this agreement and upon which 
the parlies cannol agree, such question or controversy shall be 
submitted to a single mediator within 20 days after written notice 
by one party to the other party of its desire for mediation. The 
parties shall in good faith consult to select a mutually acceptable 
mediator. The mediator so selected shall be a person with at lea.st 
one-year of exposure fo Ihe concepts of railroad operations and 
maintenance. 

20.2. Upon selection ofthe mediator, said mediator shall with reasonable 
diligence detemiine the quesuons as disclosed in .said notice of 
dcinand for mediation and shall give both parties reasonable notice 
of the time anc place of any meciation. Until ihe completion of 
mediation, perfonnance under the agreement shall continue in tne 
manner and fomi existing prior to the rise of sjch question 

20.3. ITie compensation, cost and expenses ofthe mediator shall be paid 
in equal shares by the parties. 

21. Entire Agreement. 'ITiis document, and the exhibits attached hereto, 
constitute Lhc entire agreemeni between the parties, all oral agreements 
being merged herein, and supersedes all pnor representations, agreements, 
arrangements, understandings, or undertakings, whethei oral oi written, 
betvveen or among the parties relating to the subject matter of this 
agreement that are not fully expressed herein 
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ModiFication to .Agreement. Ihe provisions ol this agreement may be 
modified at any time by agrcemenl of the parlies hereto, provided such 
modification is in writing and signed by all parties to this agieement. /^jiy 
agrcemenl made after the date of this agreement and related to the subject 
matter contained herein shall be ineffective lo inodify this agrcemenl in 
any respect unless in writing and signed. 

3. No Assignment Absent Consent. Except as specifically provided m ihis 
agreement, Siena shall not assign this agreement, in whole or in part, or 
any rights herein gianted, without the Commission's prior written consent. 

24. Succcs.sors and .Assigns. Subject to the provisions of Sectton 23, this 
agreement shall be binding upon and inure to the benefit of ihe parties 
hereto and their respective heirs, executors, adrnini.slrators. successors, and 
assigns. 

25 Venue and Choice of Law 

25.1. Any and all disputes, controversies, or claims arising out of, 
relating to, or in connection wilh this agreement shall be instituted 
and maintained in a competent court in San Francisco County, 
California and the parties hereby consent to the jurisd:clion of any 
such court and lo service of process by any means authorized 
under Califomia law 

25 2. Ihis agreement shall be govemed, construed, and enforced in 
accordance with the laws of the State of California, without 
reference to ils confiicts of laws provisions. The prevailing party in 
any claim or action arising out of or connected with this agreement 
shall be entitled to recover all reasonable attorneys' fees and 
related costs, in addifion to any other relief that may be awarded by 
any court or other tribunal of competent junsdiction. 

26. Acts of God and Other Disruptions of Service .Neither party shall be 
deemed to be in default of this agreement if any failure to meet any 
condition or to perform any obligafion or provision hereof is caused by, a 
result of or due to strikes, insurrections, acts of Ciod, or any other causes 
beyond ihe party's control; provided, however, that perfonnance shall 
only be excused fbr as long as fhe dismpfion persists. 

27. .Miscellaneous 

27 1. In the event that any of the provisions of this agreemeni are held 
by a court or other tribunal of competent junsdiction lo be invalid 
or unenforceable, the remaining portions hereof shall remain in t'lill 
force and effect and any invalid or unenforceable provisions shall 
be enforced to the maximum extent possible .so as to effect the 
intent ofthe parties and shall be reformed to the extent necessary 
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to make such provisions valid and enforceable. Without limiting 
the generality ofthe foregoing, if the requirement in Section 5.2 
ihat Sierra comply vvith applicable bridge safety management 
program regulations (under Public Law 110-432. Section 4171 is 
held to he a non-delegable duly of the Commission, the 
Commission may, at its option, (i) undertake this obligation and 
charge Sierra for fhe cost thereof, or (ii) terminate this agreement. 

27 2. Each party has participated in negotiating and drafting this 
agreement so if an ambiguily or a question of intent or 
inierprelalion arises, this agreement is to be construed as if the 
parties had drafted il jointly, as opposed to being constmed against 
a party because it was responsible for drafting one or more 
provisions of this agreement. 

27.3. Each party acknowledges that the officer executing this agreement 
has the authonty to enter into this agreement on behalf of" the party 
and in so doing is authorized to bind the party on whose behalf he 
is signing, to the terms and conditions of this agreement. 

27.4. This agreement may be executed in one or more counterparts and 
by facsimile signature, each of which shall be deemed an original, 
but all of which together constitute one and Ihe same instrument. 
F̂ ach party shall deposit the executed agreement into escrow wilh 
instructions to deliver the agreemeni upon close of escrow under 
the Purchase and Sale Agreement. 
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In witness whereof, the parties hereto have caused this agreement to be 
executed as ofthe date first herein wrilten. 

SIERRA NORTHERN RAILWAY SANTA CRUZ COL NTY REGIONAL 
riLANSPORTATION COMMISSION 

By. 
David .Magaw 
President 

Bv: 
(ieorge A. Dondcro 
Executive Director 

Ry ils signature below. Sierra Railroad Company, a Califomia corporation, 
acknowledges t.iat it is the parent company of Sierra Northem Railway and agrees 
to be bound by the terms and conditions of this agreement as if it were a party, 
except fbr such terms and conditions that relate to Sierra Northem Railway's 
obligations to provide common carrier freight rail seivice. 

SIERRA RAILROAD COMPANV 

Rv: 
Mike Hart. President 
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Exhibit A 

Map of Railroad Facilities 
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Exhibit B 

Permitted Rail Car Storage Locations 
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Exhibit C 

Sierra .Agreements 
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Exhibit D 

Form of Sierra Right of F.utry .Agreement 
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